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“HEART OF 
AMERICA” 


Is the heart of the Missouri Pacific 


Lines system . . . The most impor- 
tant gateway between the Mississip- 
pi and the Rockies it is one of the 
largest livestock and grain markets 
in the country . . . Missouri Pacific 
maintains here extensive storage 
facilities for grain; inspection and 
icing tracks for perishable products; 
and modern facilities for feeding and 
care of livestock . . . It is a cultural 
center, built about the William Rock 
hill Nelson Art Gallery and the 
Civic Music Center as well as a 
manufacturing and distributing cen- 
ter from which Missouri Pacific 
freight service radiates in every di- 
rection and passenger service to the 


NORTH 


To Omaha and Lincoln and, by connec- 
tion, to Minneapolis and St. Paul and 
Pacific Northwest 


EAST 


Thru the Missouri River Valley to St. Louis 
with convenient connections in St. Louis 
Union Station to the North and East. 


SOUTH 
To Joplin, the White River Valley, Little 
Rock, Memphis and the Southeast, New 
Orleans and the Gulf Coast Country. 


SOUTHWEST 


To Wichita and Southeastern Kansas. 


WEST 


Via the Scenic Limited Route to Colorado 

Springs, Denver, Rocky Mountain resorts 

and thru the Royal Gorgeand Feather 
River Canyon to the Pacific Coast. 


A modern Union Station adds to the 
convenience of travel thru this im- 
portant gateway city. 





PACIFIC |. 


is 
” 
rf 


“A SERVICE INSTITUTI 


ON” 
MISSOURI PACIFIC STAGES 


AUXILIARY TO MISSOURI 

















DEPENDABLE 

FREIGHT AND 

PASSENGER 
SERVICE 









PACIFIC LINES 











“Financial 


Independence | 


at Fifty” 


BOOK which outlines 
successful plans for in- 
vestment and _ semi-investment 


through which you may become | 


financially independent without 
taking chances or depending 
upon luck. Shows how to budget 


your income; to finance a home; | 


and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 


231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks.—Judging a Good Bond. 
—The Six Ages of Investment.— 
In - and - Out - of - Season Invest- 
ments.—Insurance for Assurance. 
—The Expectation of Life— 
Women’s Sphere in Investments. 
—The Professions and Their In- 
vestments—The Case of the 
Cautious Investor. — Assuming 
the Risk Involved.—Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans for a Young Capitalist — 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings Systems.—How to Create 
an Income Worth “Budgeting.” 


Postpaid $1.00 


Only a Limited Quantity Avail- 
able at This Special Price. 
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42 Broadway, New York, N. Y. 
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Of Vital Importance 
to Every Investor--- 


NOW, 


THE INVESTMENT MANAGEMENT SERVICE 
offers you the opportunity to readjust your investment program, bringing 
it into line with current market and business conditions. 





You need this Service whether your funds are tied up in a depressed 
list of securities, or if you are planning to make additional invest- 
ments—for only through the guidance of experts in working out 
your individual problems can you come out on top most surely 
—and promptly. 


The INVESTMENT MANAGEMENT SERVICE will as- 
sist you in making your present portfolio the basis of a 
profitable campaign, and through the daily supervision 

of your holdings by investment experts, you will be 
able to keep your funds always employed at the 

greatest profit consistent with safety of capital and 
income. 


The INVESTMENT 
MANAGEMENT SERVICE 
is a high type of professional service 
and is not to be confused with “‘bul- 
letin” or group advisory services. It is 
conducted on a fee basis which is governed 
by your individual requirements, the amount 
of your investment capital and the number of 
securities you hold. It is therefore quite neces- 
sary for you to send us a list of your holdings be- 
fore we can fully explain the value of this supervisory 
service to you. No obligation, of course. 


INVESTMENT MANAGEMENT 


SERVICE 
A Division of The Magazine of Wall Street 
42 BROADWAY, NEW YORK CITY 
ee ee " 


Investment Management Service 


This Couponft 
Is the First Step nam a Mie 


I am enclosing herewith my lst of holdings. Kindly study this list 
and tell me, by mail, how your personal supervisory service would help 


Toward Recovering Sislur eu Yor the avin Taled emmy socnnt. ate plate 
Your Original Capital 


2 
: 


Adress 6c. ccc ccc ccc ccc vec cccceeercessccsessccseccccesseres 

City amd State ..... ccc cece ccc cccerccccccncsep encore sessseerse 

Mail It— TO D A Y F My present _—— capital, in addition to the securities 
‘ listed, is approximately $ — 

— TR a MMM 
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You can Buy 


Good 
Securities 


in SMALL or LARGE LOTS on 


PARTIAL 
PAYMENTS 


Ask for Booklet M.W.2, which 


explains our plan and terms 


ODD LOT 
OUTRIGHT PURCHASE or 
CONSERVATIVE 
MARGIN 
ORDERS SOLICITED 


James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 





Has Your Company 
Maintained Its 
Dividend? 


Then why not bring this fact to the attention of 
the 64,000 investor-readers of THE MAaGazINE 
OF WALL Street who consider this feature 
when adding te their security holdings! 


How? Simply by publishing your notice of divi- 
den when declared in our advertising 
columns. The cost is but a dollar a line. 


Make a note to place Tue Macazine or Wat 
Srreet on the list of publications to carry 
your next dividend notice! 
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Union Carbide and Carbon Corporation 
and Subsidiary Companies 


Consolidated Statements—December 31, 1931 





ASSETS 
CURRENT ASSETS 


Capital Stock— Union Carbide and Carbon 
Corporation (66,905 shares at Cost)... . 

Other Marketable Securities (at Marke 
December 31, 1931) 


RECEIVABLES 
Trade Notes and Accounts 
Other Notes and Accounts 951,589.23 
INVENTORIES (Cost or Market, which- 
ever lower) 
Raw Materials 
Work in Process 
Finished Goods 


$ 12,803,856.83 
6,828,535,49 
22.495,564.78 


$ 14,311,603.64 
3,380,936.98 
7,960,328.74 


14,004,145.69 


42,127,957.10 





Torat Current Assets 


FIXED ASSETS 


Land, Buildings, Machinery 
and Equipment 


$214,910,669.09 
Less— Mortgages not. assumed 3,965,400.00 
INVESTMENTS 

Affiliated Companies not included in Con- 

$ 2,133,177.14 

264,067.20 

5,545,125.28 

3,650,278.65 


solidation 
Real Estate Mortgages.................+ 
Notes Receivable maturing after 1932... . 


Other Securities 


DEFERRED CHARGES 
Prepaid Insurance, Taxes, etc 1,218,921.17 


Bond Discount 


Patents, Trade Marks and Goodwill 


TOTAL ASSETS 


INCOME 
(Year Ended December 31, 1931) 


EARNINGS (Arrer Provision ror Income Tax) 


Deduct— 
Depreciation and Depletion 
MPREROR IR la o scsi8 a's 58s 8 vce olachaie 
Interest on Mortgages and Funded Debt 
of Subsidiary Compani 
Dividends on Preferred Stock of Sub- 
sidiary Companies 


$ 6,049,657.58 
737,050.51 


723,771.63 





se | Sees se 


—$____.. 


270.029.47 


$ 81,784,972.15 


210,945,269.09 


11,592,648.27 


1,488,950.64 
1.00 
$305,811,841.15 


$ 26,076,679.95 


8,047,157.72 
$ 18,029,522.23 








LIABILITIES 


CURRENT LIABILITIES 
Accounts Payable $ 3,066,480.78 

Bond Interest (Unpresented Coupons and 
Interest Payable January 1, 1932) 


Dividend Payable January 1, 1932 


196,729.50 
5,850,482.95 


ACCRUED LIABILITIES 
Taxes (Including Income Taxes) $ 1,713,046.09 
Bond and Mortgage Interest 82,997.32 


Dividends on Outstanding Preferred Stock 
of Subsidiary Companies.............. 74,666.66 


812,771.22 2,683,481.29 


$ 11,797,174.52 


Other Accrued Liabilities 





Torat Comment LIaBi@atimé......cccacevcsecs 


FUNDED DEBT OF SUBSIDIARY COMPANIES 

First Mortgage Bonds— 

Due February 1, 1937,6%............ $ 

Due July 1, 1941,5% 

Due July 1, 1950, 6% 

Due October 1, 1955,5%............ 
Morigages on Real Property— 

Due December 14, 1932, 54%%......... 

Due April A a eee 
Debentures— 

Due: Ape hy WSGR Booed ose vais cee 


Tora, Funpep Dest 


1,165,000.00 
3,328,500.00 

318,000.00 
3,590,000.00 


98,400.00 
225,000.00 


367,650.00 
9,092,550.00 


$ 20,889,724.52 


59, 187,869.68 

Prererrep Capirat Stock OF SUBSIDIARY 
po SR ee or eee Ore eae $ 
Capita. Srock of Union Carsipe anp Car- 
BON CorPoRATION—9,000,743 SHARES OF 
175,163,672.43 

43,659,274.52 


6,911,300.00 


225,734,246.95 
$305,811,841.15 


SURPLUS 


Surptus AT JANuARY 1, 1931 
Deduct— 


Adjustment of Fixed Asset Values 
Adjustment of Power Contracts 
Adjustment of Marketable Securities to 
Market December 31, 1931 
Adjustment of Net Current Assets of 
Foreign Companies and Revaluation 
of Inventories carried in United States 
Dollars, but located in Canada and 
other Foreign Countries, on account 
of decline in exchange............... 
Miscellaneous Items not affecting 1931 
CONIA. hci sieenneeiees Ras 1,188,328.67 


$ 98,579,703.24 


$ 39,794,031.11 
1,602,621.38 


3,507,199.64 


3,455,838.35 

49,548,019.15 
$ 49,031,684.09 
Add— 

Net Income for Year (as above) 18,029,522.23 


$ 67,061,206.32 


Deduct Dividends declared on Stock of 
Union Carbide and Carbon Corporation: 
No. 54—65c per share, paid April 1, 1931. .$ 
No. 55—65e per share, paid July 1, 1931. . 
No. 56—65c per share, paid October 1,1931 
No. 57—65c per share, payable Jan. 1, 1932 23,401,931.80 


$ 43,659,274.52 





Surpius at DecemBer 31, 1931 


Nore: Includes twelve months earnings to September 30, 1931 of certain subsidiaries other than United States and Canadian. 





Union Carsipe anp Carson Corporation : 


AUDITORS’ CERTIFICATE 


We hay e examined the books and records of Union Carbide and Carbon Corporation and its subsidiaries. Accepting the statements of other auditors with ceapect ta 
subsidiaries other than United States and Canadian and subject to a contingent liability as guarantor on notes of $3.282.000, we certify that, in our opinion. the 
accompanying consolidated statements set forth truly the financial condition of the Corporation and its subsidiaries and the results of operations as of the dates 


stated, and are in accordance with the books. 
New York, March 26, 1932. 


HURDMAN AND CRANSTOUN. 
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Last Chance to Obtain FREE] 


THE MAGAZINE OF WALL STREET 


Tenth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


A most complete and helpful Manual prepared in a unique style, 
that saves you time and yet gives you complete information 
on every important industry and security 


“Orn, ,- 
ee "ations 
S 


To Invest Successfully in 1932 
You Must Act On Facts . .. 


This Manual gives you immediately the status of the various in- 
dustries and the situation of each individual company as well as 


Facts, Graph 1 Statistics that will hel 4 . . 
‘ake your 1932 Business and Investment Plane, a0 analysis of the economic and business outlook. 


make your 1932 Business and Investment Plans. 


Yearly Magazine Subscribers Can Get This Volume FREE 


& UR 1932 Manual just off the press, gives you a complete statistical record for the 
past three years of all the leading companies in every important industry in addi- 
tion to high, low and last prices for 1931. 

The clarity and simplicity with which we present all data and interpretive com- 
ment will give you a clear and accurate picture,—not only of the position of the indi- 
vidual corporation,—but of the industry of which it is a component part. This material 
will enable you to map out your investment course during 1932. It will tell you which 
securities to discard and which to hold,—and enable you to build a sound investment 

¢ foundation. 
The financial position of all leading companies showing the ratio of assets to liabilities, the net working capital, etc.; 
will be included. This is a very valuable feature in view of prevailing conditions. Among other important features are: 
MARKETS... DOMESTIC TRADE AND BUSINESS ‘.. 


Analysis of the Stock Market for 1931 with 1932 Out- Analysis of the Business Situation from the standpoint 
look. By the Industrial and Security Experts of The of recent events and prospective trend. 











Factual 
and 


Interpretive 


Magazine of Wall Street. 
Comparison of earnings of all leading companies for several 
years past. 
New Stock Listings. 
Stock Market Prices 1931. 
Over-the-Counter Prices. 


Money and Finance. 

Commodities—lIncluding Graphs Indicating Price Trend. 

Record of Production of Leading Commodities and New Produc- 
tion Trend. 

Corporation and Government Financing in 1931 and prospect 
for 1932. : 

New Industries. 


Important Issues in new Foreign Financing. 


SECURITIES... 


3 Years Earning Record—Present Financial Position 
Illustrated with Charts and Tables. 


Railroads Automobiles Textiles Tires 

“2 Public Utilities Accessories Mining Paper 

B 5 sing. P 
me Financing Food and Packing Chemicals Steel Sugar 
Unlisted Bonds. Chain Stores Leather Coal Shipping 
Curb Bonds. Mail Order Machinery i 


One hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving leading companies’ earnings, finan- 
cial position, etc., over a period of years. Practically every company of importance whether listed or unlisted is included. The data gives the investor 
a a record of the growth or decline of practically every leading corporation, which will enable him to determine the real trend of the com- 
pany’'s affairs. 


Curb Market Prices. 


BONDS... 
Bond Market Prices for 1931. 


Analysis of Bond Market for 1931. Tobacco 


Radio and 


Communication 


The Manual of The Magazine of Wall Street gives the latest obtainable official, semi-official, or other authoritative data regarding the complete year's 
operations in all industries, and the principal corporations. It is broader and more comprehensive than ever before. 
This valuable volume will be sent FREE, providing you send in your subscription 
to The Magazine of Wall Street for one year, using Special Coupon below. 


Mail This Coupon Today 
The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
42 Broadway, New York, N. Y. 
Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue. including future 
Service Department, It is understood IT am to also receive free: 


IL enclose $7.50 
privileges of your Person 
The Magazine of Wall Street Manual, just off the press. 
Name ; Address 
Pubiishers Note you are already a subscriber, your subscription: will be extended from present date of expiration, 
Canadian and Foreign Postage $1.00 Extra. 
() For $1.50 additional you will also receive our monthly Adjustable Stock Ratings. M-4-2-32 
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PLUS 


Railroads run similar cars over like rails; all water works 
furnish H2O; and all electrical companies send out identi- 
cal “ivice.” Yet there are differences among the products of 
these service’ corporations. Some render a “plus” service mera crn saa sycicg 
—a quality not easily described but quickly recognized 
when experienced or seen. And seeing is next to experienc- eT oe % ‘Mlehigan 2 
8 S. Michigan Ave. 


4 


ing in believability. That's why rotogravure—with its per- tates 


fect reproduction of pictures—is the believable medium. eae 
510 W. 6th St. 





CHOICE 


Choose well and you find good in your choice. Trye, 
whether ‘tis a woman choosing a soap kind to soft hands, 
or you selecting an advertising medium to reach thot 
woman. For you, rotogravure is a good choice because jt 
will tell your whole story speedily, interestingly, beliey. 
ably... For nearly twenty years Kimberly-Clark papers 
Primoplate, Servoplate—Perfect Papers have been standard for all types of fine rotogravure 
printing — newspapers, catalogs, package enclosures, 
mailing pieces. For black and white and for fine color 
work as well. A Kimberly-Clark paper is a good choice, 


Manufacturers of Rotoplate, Hyloplate, 


for Rotogravure Printing 
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— RADERS in the stock market 
> color naturally view from the stand- 
choice, point of self-interest the question 





of authorizing their brokers to loan 
their margined stock to the shorts. They 
want to know if the system is likely 
to be advantageous or disadvantageous 
to them; if it enhances or jeopardizes 
their opportunities for making money 
in the market. 

The first conclusion of those who are 
striving for a legislative ban on short 
slling is that every such sale of stocks 
operates directly to depress the value 
ef every share of the outstanding stock 
of that particular issue. The law of 
supply and demand, they say, governs 
prices, in securities as well as commodi- 
ties, and pressure on the market that 
is not offset by the equivalent of genu- 
ine buying demand inevitably results in 
lower prices. 

This being the case, says the small 
trader, why should I directly acquiesce 
in a process that depresses the value of 
my stocks, and assists the market 
“play” of those who are seeking to 
make profits at my expense? Since the 
Stock Exchange affords me no protec- 
tion against the attacks of the bears, I 
shall take matters in my own hands 
and forbid the loaning of my stocks to 
the short interest. This, in effect, is 
the reply of about 50 per cent of mar- 
gin traders whose response to the re- 
quest of their brokers for blanket 
authorization to loan stocks to shorts 
has thus far been checked up. 

Since approximately half of the cus- 
tomers on the brokers’ books have given 
written assent to their brokers to loan 
































stocks to complete transactions on the 
short side, it is obvious that there are 
arguments on the other side of the 
question, which appeal solely from the 
standpoint of self-interest. Either they 
disregard the theories of those who 
look only on the destructive side of the 
short selling controversy, or they en- 
visage certain advantages which more 
than offset the alleged declining values 
which short selling tends to bring about. 

Undoubtedly they see an obvious ad- 
vantage to them in the liquidity which 
a short interest tends to bring about. 
Every short seller of stock is a poten- 
tial buyer, and experience has shown 
that the bears are always ready to take 
in at least a part of their short lines 
when for any reason stocks are thrown 
in volume on the market. Covering of 
shorts breaks the fall in prices. 

Not in a decade have premiums ex- 
acted from borrowers of stock been so 
heavy as in the past few months. A 
premium of 1% of 1 per cent on “Steel” 
nets the loaning house $25 a day, in 
addition to the free use of the amount 
of capital represented in the cash se- 
curity deposited against the loan of 
stock. It is obvious that under such 
conditions a profitable business might 
be built up by the brokers and large 
investors. 

The question naturally arises, to 
whom should the proceeds of stock lend- 
ing—the premiums paid for stock loans, 
accrue? Is not the owner of the stocks 
entitled to a share of these proceeds, 
and if so, on what terms? Heretofore, 
there have been no set rules and regu- 
lations under which a division of the 














hall [ Let My Stock Be Loaned? 


premium return might be made with 
the owner of the stock. A large op- 
erator turning over thousands of shares 
each day could demand and enforce his 
claim to a share of the premiums ob- 
tained from borrowers of stock, and 
the average allotment to such traders 
was approximately half. Small traders 
have received virtually nothing from 
this source, and are likely to receive no 
better consideration under the new sys- 
tem. 

On the other hand brokerage houses 
contend that within a short time it 
would be necessary to evolve an en- 
tirely new system of recording and 
classifying the movements of stocks 
through the loan market. This will in- 
volve extra labor and expense, absorb- 
ing a large part of the premiums re- 
ceived. Then, again, the risk involved 
in loaning stocks through various chan- 
nels must be taken into consideration. 
If the small trader expects to receive a 
share of the premiums garnered from 
the loaning of his stock, he must assume 
his share of the risks. Stocks which 
may have risen in value while in the 
hands of an insolvent brokerage con- 
cern must be repurchased in the open 
market by the lender. 

It is the general feeling in Wall 
Street that the Stock Exchange’s ruling 
on stock lending was designed chiefly 
to take the wind out of the sails of the 
Congressional investigation and to fore- 
stall Federal legislation along these 
lines. The almost complete eclipse of 
the anti-short selling agitation by the 
banking and tax measures go a long 
way to substantiating that contention. 
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1. Are the Utilities Over-Expanded? 


By THEODORE M. KNAPPEN 





2. The Economics of Prohibition 


A Debate on the Advantages and Disadvantages of Prohibition to Business and 


Government Between a “Wet” and a “Dry.” 





Other Practical and Timely Features. 
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A RACE BETWEEN A HORSE AND A 
LOCOMOTIVE...AND THE HORSE WON! 


Baltimore, 1830. A race between a horse-drawn car and the diminutive locomotive, Tom Thumb. Spectators 
freely predicted the locomotive did not have a chance. At the word “Go” the horse leaped into the lead. Then 
the locomotive caught up . . . slowly forged ahead . . . seemed sure to win. But, at the crucial moment, some- 
thing went wrong with the engine. It slowed down, lost its lead. The horse sprinted . . . and easily won the race! 


5 fee EVEN the thought of a race between a horse 
and a locomotive is absurd. Our modern railroads 
are the most efficient means of transportation man has 
ever known. Upon them we have erected our entire 
civilization. 

Probably the most significant contribution the rail- 
roads have made to man’s progress is their swift and 
certain transportation of freight. Thousands of freight 
trains cross the country at tremendous speed. They 
bring us the very essentials of life . . . food, shelter and 
clothing. They must arrive on time. 

To insure prompt delivery the railroad must always 
have sufficient cars. But so many special cars are needed 
to take care of a nation’s transportation needs that even 
some of the largest lines cannot afford to maintain them. 

Many railroads, therefore, operate only sufficient cars 
of a special nature (such as refrigerator, tank and others) 
for their normal requirements. And, at peak seasons, they 
call upon the General American Tank Car Corporation 


for additional equipment. By doing so, they save 365 day 
maintenance and investment in cars used only 30 or 60 
days. General American, by leasing first to one road 
and then to another, keeps its fleet busy throughout 
the year—and helps the railroads to render a more 
efficient service than otherwise would be possible. 
Besides maintaining its vast fleet of 50,000 cars, Gen- 
eral American builds all types of railroad freight cars . .. 
box, gondola, hopper, stock, refrigerator, milk, tank. It 
also operates a large public terminal and an extensive 
European freight transportation system. Address Con- 


tinental Illinois Bank Building, Chicago, IIl. 


GENERAL AMERICAN TANK CAR CORPORATION 


‘BUILDERS OF ALL TYPES OF RAILROAD FREIGHT CARS 
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Controls That Always Fail—The Glass Bill— 
Rail Relief—Public Economy Is Imperative— 
Private Ownership —The Market Prospect 


CONTROLS THAT 


HE Chadbourne Inter- 
ALWAYS FAIL 


national sugar regula- 
. tion plan may survive 
its present trials but its record is no exception to that 
of ultimate failure which has overtaken virtually all 
plans for economic control on an extensive scale. 
This gloomy record can not but give pause to the 
movement for economic planning which has engaged 
so much attention as a means of avoiding another 
crisis of over-production. It is a fair general state- 
ment that all the schemes that have been applied in 
recent years to price stabilization have made the last 
estate of every subject commodity worse than the first. 
That is to say that artificial control has been found 
inferior to the spontaneous adjustments made by the 
interplay of supply and demand, crude and haphazard 
as they are. The Stevenson plan in rubber, the 
Brazilian coffee valorization project, the American 
copper control, the Farm Board’s disastrous adventures 
in wheat and cotton have all made bad worse. It seems 
to be a fact that controls are irreconcilable with our 
present individualistic economic system. Nor is it yet 
established that even an all-powerful socialistic regime 
can make a success of economic control. The great 
experiment in Russia has not yet gone far enough to 


prove or disprove the possibility of control by a state 
which has in its hands theoretical control of produc- 
tion, distribution and consumption. Even the Soviets 
have not succeeded in regulating human wants and de- 
sires, although they have a peculiarly stereotyped and 
passive population with which to deal. 


—_ 


HATEVER the merits of 
the Glass bill for revision of 
the Federal Reserve System 
the time is inopportune for its adoption. Some of its 
provisions are positively deflationary while others 
would have such tendencies in these nervous times. 
In the present instability of business psychology it is 

impossible to say that even the most innocent changes 
may not cause evil effects. The greatest shortcoming 

of the banks today is their excessive timorousness. 

They are as over-cautious as they were over-bold. 

They have no need of ordinances to keep them on the 
straight and narrow road. They have been whipped 
by events until they are paralyzed. This is no time 

to cow them by punitive or to worry them by cor- 
rective legislation. Undoubtedly the Reserve System 
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is in need of overhauling but it should be deferred 
until a more settled time and a more judicial mood. 

We hold no brief for the banks as a group and we 
do not hesitate to say that their surrender to the mass 
mania for wild speculation in 1928-29 was one of the 
most distressing occurrences in all the venturous his- 
tory of American banking and business enterprise. 
We believe, though that they have had such a lesson 
that they can well be left alone until times of business 
stability and calm and unemotional thinking. When 
the Government is doing all in its power to tempt the 
bankers to come out of their narrow holes and resume 
their functions in business life is no time for it to block 
the exits. 


r~_ 


RELIEF scenes differences of opinion have 

arisen as to the policies of the Re- 
construction Corporation, particularly as regard fur- 
nishing financial assistance to the railroads. The pro- 
vision that loans to a railroad have to be passed upon 
both by the Interstate Commerce Commission and by 
the Reconstruction Corporation is a worthwhile safe- 
guard, but it does inevitably increase administrative 
difficulties. The task of administering rail relief with 
public funds is a difficult one. On the whole, the 
Reconstruction Corporation is undoubtedly inclined to 
the side of liberality but it well knows that its re- 
sources are not inexhaustible. It will have to turn 
thumbs down on a great many of the demands made 
upon it, for some of those demands are dictated by 
greed rather than necessity. One of the most delicate 
questions is the extent to which short-term rail loans 
held by banks should be shifted to the Reconstruction 
Corporation. Probably no hard and fast policy can 
be laid down, but certainly no blanket taking over of 
existing bank loans is desirable. As for the railroads, 
there is plainly a tendency to ask for excessive loans, 
no doubt on the theory of demanding a full loaf in 
order to get a half-loaf. The Reconstruction Corpora- 
tion should concern itself primarily with loans to take 
care of maturing obligations that can be financed in 
no other way. Yet not a few roads are presuming to 
ask these emergency funds for improvements and bet- 
terments and other vaguely stated corporate purposes, 
including even the payment of dividends. The Re- 
construction Corporation should quickly put its foot 
down on this nonsense. 


RAIL |: is apparent that some behind-the- 


=~ 


ORMER President Cal- 
F vin Coolidge in an ar- 

ticle recently published 
asserts with the simple conviction of practical political 
experience and of sound New England horse sense 
that excessive taxation was one of the important causes 
of depression and remains one of the outstanding 
obstacles to business revival. That is the identical 
opinion previously expressed by the MAGAZINE OF 
WALL STREET. It is very much to be hoped that the 
respectful attention which Mr. Coolidge still com- 


PUBLIC ECONOMY 
IS IMPERATIVE! 








mands will enable his views upon this subject to pro- 
voke a really effective public protest against the 
continuing timid reluctance of our political leaders to 
apply the axe to government spending. 

There will be no substantial business improvement 
in this country until the Federal Budget is balanced. 
There are only three methods by which it can be bal- 
anced: Reduced expenditures, increased taxes and 
increased debt. We have already added 3 billions to 
our national debt in two years and will add consider- 
ably more. Congress is now fighting over a tax pro- 
gram, with the one certainty that the total tax burden 
will be greatly increased. However necessary it may 
be to balance our budget, to do so almost entirely 
through taxation and increased debt is not the way to 
business prosperity. The merit of this program is that 
it will let us know the exact weight of the burden we 
have to carry, which is important; but it would be 
far more to the point to reduce that burden. It can 
be done and must be done, at whatever sacrifice to 
individuals. Politicians can weep for the poor and 
pretend to “soak the rich” but what they are actually 
doing is to continue to soak all of us. How long will 
public opinion remain uninformed and passive? 


~~ 
PRIVATE NE of the encouraging ele- 
OWNERSHIP ments in the present time of 
stress is the conservative 


attitude of the public toward the utilities. We have 
observed but little inclination to subject them to regu- 
latory oppression. Possibly the revelations of munici- 
pal incompetency and waste, if not graft, in the ad- 
ministration of public business has reminded the public 
of what it has been spared by the prevailing American 
practice of leaving the ownership and management of 
utilities to private corporations. Even communities 
which are convinced that their rates are excessive have 
the offsetting consideration that but for corporate 
management of utilities their public debts would be 
heavier and their taxes even higher than they are. 

The public has also observed that the misfortunes of 
some of the holding companies have been, so far as 
local communities are concerned, without effect. The 
pyramids that were in some instances so gaily raised 
for the unearned profit of insiders may have fallen on 
their builders but the patrons of the operating com- 
panies are untouched. Thus the woes of the stock 
market find little reflection in the attitude of the public 
toward the local company. Perhaps the same facts 
have served to stay the hands of octopus hunters in 
Congress. 


—_ 


PROSPECT advice will be found in the 
discussion of the prospective 
trend of the market on page 710. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. Monday, March 28, 1932. 
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Business or Politics? 


by politics, the politics of timid, selfish leaders. 

Courageous statesmanship is lost in the fear of do- 
ing anything that in the slightest degree might be in- 
terpreted as a sacrifice of national or local interest. Each 
is concerned, perhaps necessarily so in a practical world, 
with the vote of the mob rather than with any courageous 
conception of idealistic service. 

There is one thing on which all politicians are in unani- 
mous agreement, and that is, that if a problem be sufh- 
ciently dificult or complex the thing to do is to look for 
a temporary expedient and postpone lasting solution to 
another time and perhaps to other leaders. This tendency 
is largely responsible for the economic and political turmoil 
in Europe. It is partly because of this that the fourteen 
years that have slipped by since the Armistice have failed 
to establish a real peace between Germany and France. 

Whatever may be one’s view toward reparations and the 
collection of the European debts owed this country, it can- 
not be denied that they constitute one of the major political 
and economic problems of our age. They constitute a 
definite obstacle to world reconstruction and revival and 
everyone knows they must ultimately be dealt with. Yet 
political sidestepping of the problem has only made the dif_i- 
culty worse. A genuine solution was urgently called for 
last June, when Germany trembled on the ** 
brink of collapse, but, instead, the expedient 
of a one-year moratorium was adopted. 
This gave Europe’s diplomatic aces time 
to get together, but again decision was 
avoided. The moratorium still had some 
months to run and there were elections 
coming along in Germany and France. 
And so it was that the Lausanne Confer- 
ence was postponed until this coming June. 
Unfortunately, there is no reason to assume 
it will find the politicians of the world any 
more disposed to get down to business. It 
is a reasonable conjecture that they will 
then set the time for the next conference. 

There is no need to direct our criticism 
across the seas, however, when 
politics presents a more immediate 
problem here at home. It need 
hardly be said that throughout this 
depression our political leaders 
have utterly failed to realize the 
actualities of adversity confronting 
the country. Their policy has run 
the gamut from Pollyanna evasion 
and side-stepping to the adoption 
of expedients which are not only 
doubtful, but possibly ultimately 
dangerous. 

There is much evidence that 
they are still unable to grasp the 
truth of our situation and the pain- 
ful adjustments which it requires. 

Otherwise, how could it be that in 
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this third year of the most devastating depression we have 
ever known we find government in general still squandering 
the money of taxpayers at the 1929 boom pace. Public ofh- 
cials and governmental employees are still drawing the 
salaries of 1929, although the cost of living has declined 
from 15 to 20 per cent and although the tax-paying public 
has an income today at least 40 to 50 per cent less than 
in 1929. 

There is talk of economy in Congress, but only talk. 
And if in three years of depression we have only reached 
the talk stage, it is rather obvious that action must be left 
to a new Congress, more responsive to the needs of the 
times. The biggest need is to apply to the management of 
government the same prudence that the individual has to 
exercise if he would avoid disaster. But bureaucracy still 
feeds fatly and complacently on the thinning public pocket- 
book and will give up its privileges only when forced to 
do so. Congressmen still talk in grand, gold-brick terms 
of saving the poor by soaking the rich, hoping that the 
voters will fail to see the indirect taxes which every family 
pays and the direct loss of employment and wages that 
always result from excessive impositions either upon capital 
or its income return. 

This is our third year of Federal deficit and the total 
deficit to date is 3 billions of dollars. Yet Congress talks 
seriously of a 2-billion-dollar soldier bonus 
and of billions of relief in this, that or the 
other scheme as if public resources and pub- 
lic credit were unlimited. Until fiscal sanity 
rules at Washington, no one need ex- 
pect either business recovery or any 
sustained advance in the value of stocks 
and bonds. 

As for the national election next No- 
vember, there is little to indicate as yet that 
it will lead us any closer to a solution of 
our problems or how it can help business. 
The great, clear cut social and economic 
issues are under the surface and neither of 
the two great parties, now so markedly 
similar in principles and belief, give evidence 
of putting forth a leader who can 
crystallize public thought on the 
fundamental problems. Rather, it 
would appear that the American 
people can take their choice be- 
tween two candidates, both of 
whom have exhibited abundant 
evidence of timidity and a tend- 
ency to temporize. 

We cannot expect, nor do we 
need, super statesmanship in pub- 
lic office but we do need men, en- 
dowed with practical sense and 
courage. Their party affiliations 
are of little moment. The impor- 
tant thing is to lift the cloud of 
politics which so heavily enshrouds 
business. 
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Business Gives Cue to 


Market’s Future 


week been unable to advance and unwilling to de- 

cline. The average price level hangs moderately 
above the “triple bottoms” of the last three months and if 
there is any consensus among buyers and sellers it is a 
decision to wait for something to turn up, some external 
development or developments which may give the signal 
for the next change of trend. 

It is useless to attempt interpretation of such a lull in 
activity and in movement, particularly since the recent trad- 
ing has been affected by at least two abnormal factors. 
More often than not, dullness and uncertain fluctuation 
mark a week which is interrupted by a holiday. Secondly, 
the market plainly reflects a cautious desire to await an 
actual demonstration of the practical speculative effects of 
the new short-selling regulations, applicable on and after 
April 1. 

The new rule requires specific written consent of the 
owning customer 
before a broker 
can lend his stock. 
All brokers have 
made efforts to 
obtain such blan- 
ket consent with 
varying degrees 
of * success. All 
sorts of estimates 
have been heard, 
but the fact is that 
the result is un- 
certain. It is qu‘te 
possible that the 
new rule will 
tend at least to a 
moderate extent 
to restrict short- 
selling, not only 
by making it 
slightly more dif- 
ficult to borrow 
stock but, more 
importantly, by 
increasing the 
general level of 
premiums charged 
on the stocks in 
greatest borrow- 
ing demand. 

This matter of 
premiums would 
not be important 
in a violently de- 
clining market, 


T= stock market at this writing has for more than a 





By A. T. MILER 


for the profits then available on the short side would greatly 
outweigh any premium likely to be charged on the average 
stock. Thus, the present regulations probably would have 
had little effect in the rapidly declining markets of 1931. It 
is reasonable to believe, however, that the first three months 
of 1932 indicate a substantial change in the character of 
the market. This is the longest period of general stability 
that has been experienced since the major downswing move- 
ment got fully under way. Speculative loans have been 
drastically deflated. 

It is quite possible for the market to work lower, and 
certainly possible for many individual stocks to find new 
lows, but the general level of prices is so low as to appar- 
ently minimize the probability of the kind of general and 
violent relapse in which wholesale and indiscriminating 
short-selling is profitable. All of the current evidence sug- 
gests that any remaining price adjustment which may prove 
necessary is quite likely to be irregular and painfully slow. 
If this is the case, short-sellers in many issues may well 
find their expenses matching or exceeding their profits. 

There is scant reason, however, to expect that the new 
regulations can cause any rush of short-covering. The fast 
rallies resulting from the hasty covering of short commit: 
ments invariably are caused by sudden and unexpected 
developments. Some such development may come along, 
but it will not be the fear of being unable to borrow stocks, 
for the market has had several weeks in which to discount 
this prospect. 

The entire question of short-selling, of course, is of 
purely intermediate and superficial interest. Funda- 
mentally, the situation is that the market has lost the initial 
benefits of the improved psychology resulting from adop- 
tion of the Glass-Steagall measures of credit relief and is 
now awaiting some more definite clarification of the indus- 
trial outlook. 


If we are ready for the beginning of a 
hasic recovery, this is the season at which 
at least the faint, initial signs of tangible 
improvement should appear. It is perhaps 
possible to hope against hope, as the market apparently is 
doing, that such a movement is merely belated and will 
vet make itself seen. But each week that passes without 
lifting the prevailing business stagnation naturally lessens 
this hope. 

The rounding out of the first quarter of the year calls 
for consideration of the major results. On the whole, they 
are unfavorable, for in almost every basic industry the 
current picture is one of unprofitable stagnation. The all- 
important steel industry should now be at its spring peak 
of activity. Instead, operations have declined slightly 
from their recent best level of 27 per cent of capacity. 
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Current absence of industrial gains is an obstacle to nearby 


advance. 


Current indications point to early testing of recent price level. 


Will the present narrow trading range be violated in its upper 


or lower limits? 


In short, for the first quarter of the year the industry has 
operated at approximately one-fourth of capacity. This 
means operation at a loss. 

Currently, the industry professes to hope that it will 
have a later spring peak than usual, basing this prophecy 
on the expectation that orders for automobile steel will 
soon be released in substantially larger total. Steel men 
are still banking heavily on the theory that volume pro- 
duction of the new Ford models will stimulate all auto- 
mobile sales in the low price field. The Ford enigma still 
remains to be solved, both in its effect upon general busi- 
ness and upon the automobile industry. 

Automobile production and sales continue without sub- 
stantial change at the low level of depression. It is im- 
possible, of course, to determine to what extent this is a 
reflection of the public’s actual ability and inclination to 
buy cars or to what degree it marks the tendency of 
potential buyers of low-price cars to await the appearance 
of the new Fords. The question should be answered 
within a few weeks, as Mr. Ford reveals his hand, but the 
fact, pointed out in the article on page 720 of this issue, 
that confronts us is that the industry, of vast importance in 
the general fabric of business, has had the poorest first quarter 
in many years and is now at such a low level that any sec- 
ond quarter gain appears unlikely to be more than moderate. 

The record of the construction industry for the first 
quarter is one of unchanging stagnation and there is cur- 
rently no sign of.a significant revival. It probably must 
be conceded that in industrial and commercial construction 
we have no important shortage in the country, if, indeed, 
we do not have an over-built situation. Perhaps for several 
years, it appears logical to expect that the general objective 
of business in revival will be reconstruction rather than 
capital expansion. Such a trend would tend to limit 
various types of construction. 


Moreover, the country is gradually 
swinging around to the realization 
that governmental spending must be 
curbed, and economies here would 
restrict public works of all kinds. High interest rates on 
municipal financing are working in the same direction. 
This would seem to leave housing, and particularly im- 
proved housing of low cost, as the industry's chief reliance. 
The obstacles are a seriously impaired public purchasing 
power, a still unliquidated mass of over-valued real estate 
mortgages and the current virtual impossibility of obtaining 
mortgage financing of any kind. In short, construction in 
the last three months has contributed no worth while 
impulse to general business and appears more likely in 
coming months to be dependent upon business than to 
originate a stimulus of its own. 
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Construction 


Outlook Poor 


Production of electric power, an excellent index of gen- 
eral business, has declined progressively throughout the 
first quarter. The average figure during January was 
around 6 per cent under the corresponding level of 1931. 
Figures for the latest week available show a further decline 


* at present to a level 8.6 per cent under the corresponding 


week in 1931. The loss is particularly severe in the Mid- 
West industrial area. Analysis of the statistics shows that 
household consumption of electric power has held up re- 
markably well, the losses centering in industrial, commer- 
cial and traction power. 

The first quarter has brought no gain in railroad traffic. 
Indeed, the loss as compared with the same period in 1931 
has tended to widen and car loadings currently are running 
some 22 per cent under the 1931 figure. Due to a spell 
of unseasonably cold weather, heavier movement of coal has 
jumped loadings for the latest week to the highest level of 
the year, but the figures nevertheless are disappointing 
upon. analysis, 
showing a very 
low volume of 
merchandise and 
miscellane 
ous freight. 

Unless there is 
an early reversal 
of this trend, the 
plight of the rail- 
roads will remain 
a very serious 
problem both to 
business and fi- 
nance. The lack 
of rail earning 
power means a 
lack of rail pur- 
chasing power, 
with consequent 
depressing re- 
sults upon steel 
and other basic 
industries. The 
limited number of 
railroad earnings 
reports for Feb- 
ruary thus far 
received show a 
decided average 
improvement over 
January, but this 
was due almost 
entirely to the 
fact that Feb- 
ruary was the 
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first month to reflect application of the 10 per cent reduc- 
tion in wages of rail union labor. Moreover, this gain in 
economy is obviously falling somewhat short of what is 
necessary to fill the gap created by further shrinkage in 
trafic and in operating revenues. The effect is to cast 
renewed doubts upon railway credit in general, despite 
the help that can be expected from the Reconstruction 
Corporation. This doubt is again reflected in the current 
action of railroad stocks and 


appeared to have been thoroughly “sold out.” Most such 
stocks held in a dull and narrow trading range. 

It would have been easy to assume from market action 
that they were scraping along bottom, yet the first quarter 
of 1932 finds virtually all motor shares at new lows for 
the entire period of depression. The moral to be drawn 
appears to be that business fundamentals—the fundamen- 
tals that govern corporate earning power—are going to 
continue to govern the underlying trend of stock prices, 
regardless of intermediate fluctuations. 

And as long as the business prospect is uncertain weeks 
of favorable market action in a particular stock offer no 
proof that it will not eventually move lower. 

A reactionary trend in the railroad stocks has been ap 
parent for more than a month and extension of this decline 
does not yet greatly change its significance. Rail shares 
recently have come within 1 point, on the average, of their 
previous bear market low. Hence, the group is currently 
in the position either of making a fourth bottom, at vir. 
tually the same level, since mid-December or of threaten- 
ing to break through to a new low. Second-grade railroad 
bonds have given up half of the rally experienced from 
the panic level of December. 

There is nothing of crisis in the situation of the market 
or of business, and there is not likely to be. The battle 
now is one of attrition, in which there will inevitably be 
casualties. These may be ex: 
pected to work individual 





of some railroad bonds. 

In general, the heavy indus- 
tries show no response what- 
ever to the normal seasonal 
influences. Among the light 
industries, only shoes and 
cotton textiles show an activ- 
ity above the lowest levels of 
1931. 

In view of the conditions 
thus outlined, it appears cer- 
tain that the first quarter cor- 
porate statements, soon to 
appear, will be decidedly the 
worst of the depression, for 
this period has brought the races 1 ac since? 
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havoc, as has the collapse re- 
cently of the vast Kreuger & 
Toll enterprises and -as has 
the less sensational slump of 
securities of such holding com- 
panies as Electric Bond & 
Share and Middle West Utili- 
ties, but without unsettling 
the general market. Develop: 
ments of this kind have been 
taken quietly. 

It can be virtually taken 
for granted that we are be- 
yond the point of hysterical 
fear in the security markets. 
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lowest industrial production, 
the lowest commodity prices, 
the lowest wage earnings and the lowest dividend income 
thus far. 

Recent decline in average commodity prices has been 
due largely to ‘renewed unsettlement in wheat and in 
cotton, live stock, sugar, bituminous coal and copper. On 
the average, the rate of decline appears to be slackening 
and there is little in the commodity picture to cause any 
increased apprehension. On the other hand, even though 
prices may be scraping bottom, there is nothing to suggest 
that business can expect any rapid impulse from this direc- 
tiop.; A. halt tin the protracted decline unquestionably 
would be beneficial to business, but at best it appears that 
some, ime will be required either for the many maladjust- 
ments existing between commodity groups to be smoothed 
out or for business and trade to adjust themselves to new 
price ratios. In either event, the corrective process can 
not be hurried. 

In relation to the business scene above painted, there 
is nothing surprising in the disappointing behavior of the 
stock market. It is a market of fundamentals, in which 
technical speculative considerations offer very little guid- 
ance. A perfect example of this is supplied by the 
automobile stocks. This group was one of the first in 
which the bull market ended, some motors establishing 
their highs in 1928. Toward the close of 1931 the motors 
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verse factors confronting us is 

more frank and complete than at any previous stage of the 

deflation. With it is an attitude of more or less patient 

resignation, which does not make for wholesale or indis 
criminating liquidation. 

The advantages of such a psychology, of course, are 

essentially negative rather than positively bullish. It will 

(Please turn to page 760) 
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q New Import Duties and Probable Reciprocal Trade Agree- 
ments Within the British Empire Threaten United States with 
Loss of Patronage of Its Two Largest Customers. 


British Tariff a False Lure 


to American Industry 


By THEopore M. Knapren 


ing of Swedish business men in Stockholm that they 
had nothing to fear from the operations of his com- 
pany in that country remarked that the General Motors 
branches in England and Germany procured all their ma- 
terials and parts in those countries. ‘Those branches, there- 
fore, represent nothing to America except the export of 
capital. They bring nothing from the home country and 
they send nothing to it. Their products supersede those 
of the home plants and their profits will go to swell Ameri- 
can investments abroad; that is to say, they use American 
capital to curtail American exports and expand foreign pro- 
duction. The latter means, of course, penetration of 
American-capitalized foreign products into competitive 
markets. 
Henry Ford goes General Motors 
one better. He is taking American 
money to the British Empire to make 


A‘ officer of General Motors in explaining to a gather- 


machines for the American market. Last year Ford, who 
no longer makes tractors in the United States, shipped from 
his plant at Cork, Ireland, to the United States 2,001 
“Fordson” tractors, duty free, valued at $1,169,713. Here 
is a case where an American proprietor has moved an en- 
tire business from the United States to a foreign land. Some 
thousands of jobs that were once held by Americans are 
held by foreigners, but the capital fund from which they 
draw their wages was collected from millions of American 
patrons of the Fords. American money is exported to Ire- 
land to give jobs to Irishmen and the product is sent back 
to the United States to take sales away from all-American 
tractors and jobs from American labor. Here is an interest- 
ing incident on the side: It is irksome to the Ford people 

to have to afhix to their imported 

tractors the label—“‘Made in Ireland” 

—as Ireland does not have a very 

illustrious reputation as a motor manu- 
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facturing country, especially in the United States. Not 
long ago the label was somehow left off 400 tractors con- 
signed to Baltimore. Rather than pay the 10-per-cent fine 
incurred by the omission Ford sent the whole cargo back to 
Ireland. 

The emigration of American factories has been going on 
for years; usually it is 
the offspring that 
migrates, but in some 
instances the parent 
plant has gone. Our 
factories are follow- 
ing our dollars 
abroad. We are using 
our wealth to destroy 
our foreign trade. 
The more capital we 
export the more we 
curtail our exports of 
goods. Once Ameri- 
can money is ex- 
patriated it finds the 
same difficulty in re- 
turning that the 
debtor nations find in 
paying their debts to 
us. They haven't the 
cash and can’t get it; 
and they can’t create 
credits by shipping us 
goods, for either we 
have no use for their 
goods or bar them out 
with high tariffs. 

All signs indicate 
that we are about to take another great step in the direction 
of expatriation of industry. The new British tariffs have 
sent American branch factories to England in swarms. 
More will take flight across the Atlantic as soon as re- 
ciprocal imperial trade policy becomes a fact. With the 
British market made difficult for the entry of American 
products, with the same thing going on in the colonies and 
Dominions, and with British goods accorded preferential 
duties throughout the Empire, what is there for American 
factories to do but send their children abroad? 

And yet there is a darker side to the picture—both for 
the emigrating American plant and British manufacturers. 
Will expatriation be good for either in the long run—or, 
indeed, for the world at large? 

American farms cannot migrate or send their children 
abroad. They must continue to export their products, but 
the same causes that are restricting markets for manufac- 
tured goods are making for the suppression of American 
agricultural exports. There seems to be no reason why in 
time a British tariff bloc cannot do away with all imports 
from outside the Empire of cotton, wheat, corn, other 
grains, and grain and animal products. 


Lending Dollars, Losing Jobs 


It looks as if present tendencies are making us more and 
more the money-lenders and investors of the world and less 


and less its farmers and manufacturers. Wealth accumu- 
lated by virtue of the great home market goes abroad to 
stay; no wealth comes to America in its place. It becomes 
easier and easier to export capital and more and more difh- 
cult to export goods. At the same time our own policies 
restrict imports. If these policies, converging at common 
results, were to operate long enough Uncle Sam could be 
envisioned as collecting tribute from the world on his books 


714 


“Our Factories Are Following Our Dollars Abroad.” Corn Products 
Co., Ltd., Plant at Manchester 


but actually leaving and investing it abroad, exporting little 
and importing less. Except for the sense of power it would 
give, this exported wealth would be meaningless. yp, 
would provide capital but no trade would follow or return 
return from it. We would finance our rivals into profit 
and job-making activities and exclude ourselves from the 
great tasks of the 
future expansion of 
the economic world. 

Doubtless this is a 
fantastic forecast of 
the future, but such a 
revolutionary event as 
the abandonment of 
free trade by the 
world’s greatest im- 
porting nation is cer. 
tain to work some 
profound changes af- 
fecting the United 
States which is the 
world’s greatest ex- 
porting nation. They 
cannot be fully or 
clearly foreseen, for 
the facts are not yet 
fully determined; the 
situation is still in 
flux and growth. But 
let us see what are the 
™ known facts and what 
are in prospect. 

Free Trade has 
been waning in Eng- 
land since 1906, but 
it was not until the elections of last October that it was 
definitely overthrown. For more than two generations it 
was considered the sacred cornerstone of British prosperity. 
But from its inception it was a foregone conclusion that the 
world must go free trade or else England go protection. No 
nation of great importance has followed England into free 
trade, whereas virtually all nations have become protective. 
While her markets remained freely open to all the world, 
all the markets of the world were slowly closed to her. Her 
free ports encouraged the growth of foreign nations and 
their hampered ports handicapped hers. In a word the 
free trade policy had all the free on Britain’s side and all 
the restriction against her. The war reminded the British 
of their dangerous dependence upon foreign nations in some 
essential manufactures. The result was the “safeguarding 
act” which gave a high margin of protection to the chemi- 
cal, automotive and other industries. But outside the old 
revenue duties which were of no protective value (being 
levied on commodities England did not expect to produce 
under any conditions, or else were too low to have such 
value) this was the only tariff measure Britain had on the 
books until November 20, 1931. On that date a protection- 
wild Parliament adopted the Abnormal Importations Act, 
authorizing duties as high as 100 per cent on certain non- 
empire goods, effective until May 19, 1932. Under this 
authority 50 per cent duties were imposed on a large num: 
ber of manufactured articles; and under similar authority, 
on some agricultural and horticultural products. Animals, 
foodstuffs, tobacco, raw materials, and articles mainly un- 
manufactured were exempt except for certain fresh fruits, 
vegetables, flowers, etc. 

This was an emergency measure more related to the fiscal 
than the tariff policy, but on March 1, Britain formally em 
barked on a normal protective tariff policy with the enact: 
ment by Parliament of a law imposing a general tariff of 
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10 per cent on all goods, except those already taxed and 
certain exemptions, imported from outside the British Em- 
pire. The exception in favor of Empire goods is to stand 
until November 15, in order to give the dominions time 
to make up their minds how they will deal with the old 
lady. No duty was imposed on wheat but provision is to 
be made subsequently for a.guaranteed price of ten shillings 
a hundredweight for British-grown wheat up to a maximum 
of 27,000,000 hundredweight annually, provision being 
made for the consumption of that much domestic wheat 
by British mills. 

The effects of this tariff legislation, which will be sup- 
plemented by further permanent tariffs when the abnormal 
provisions expire in May, will be felt by the United States 
in three ways: 

1. Directly, through the duties imposed on exports to 
the United Kingdom. 

2. Through preferences extended to British Empire 
products. 

3. Through tariff-trading treaties with other nations. 

Effects in the first group cannot be determined until the 
abnormal duties are succeeded by normal and time enough 
has elapsed to ascertain how the duties work in practice. 
But on the basis of the 701 million dollars of goods im- 
ported from the United States in 1930, 75 per cent of 
American imports are already hit by the British tariffs. The 
remaining 25 per cent, consisting principally of cotton, 
wheat and meats, is still free. This free-trade margin will 
doubtless be reduced after the Imperial Conference, which 
is to meet in Ottawa, in July, determines the policies of 
the dominions in response to the Mother Country's de- 
parture from free trade. 


First Choice for the British Kin 


It seems certain, now that Britain has something in the 
way of trading stock to offer, the outcome of the Con- 
ference will be the establishment of a system of reciprocal 
tariff concessions between Britain and her Empire. She is 
now in a position to offer her dominions and colonies sub- 
stantial advantages over their competitors in her great mar- 
kets. Indeed she will go to the Conference with prefer- 
ences already voluntarily in force, and with the additional 
trading advantage of being able to withdraw what has been 
given or give more. 

The decisions of the Conference will be double-barreled 
as they will affect the United States; they will not only 





give Empire products favor in the markets of Britain but 
will give British products advantages over American in the 
markets of the Empire. Generally speaking, the latter 
handicap already exists, as the dependencies long have given 
British goods at least a nominal tariff preference. But now 
that she is herself behind a tariff wall, actual or potential, 
Britain is in a position to negotiate for genuine preferences, 
which will involve, perhaps, reductions of present preferen- 
tial tariffs to a point where they will be low enough to 
admit British goods. 

At present some of the colonial preferences are more 
apparent than real because the differentials still leave tariffs 
highly restrictive or prohibitive of British goods. For ex- 
ample, it is a pretty gesture for Canada to give England a 
25 per cent duty and the United States 50 per cent, but it 
butters no bread for the British manufacturer who can’t 
get his goods over the 25 per cent in competition with 
Canadian goods. In cases where present colonial tariffs are 
not exclusive the Mother Country can be helped by raising 
the general tariff, thus giving her the lion’s share of what- 
ever may get through. 


More Rebuffs for Outlanders 


Pending the outcome of the Conference the dominions 
and colonies have a marked advantage in the British mar- 
ket over the United States in all competitive goods except 
those that are for the time being on the free list. After 
the Conference the outlanders’ participation in the free list 
will likely be cut still further. Wheat may not be placed 
on the British dutiable list but the dominions will be 
allocated quotas, which with the quota reserved for home- 
grown wheat, will leave little room for American wheat. 
Cotton stands a good chance to stay on the free list for 
awhile, but Britain has dependencies that would relish a 
preference on that staple; and the time may not be far away 
when virtually everything the United States exports to 
Britain will be customs taxed. 

The American share of the British market will probably 
be still further imperilled by special tariff concessions to 
foreign countries. These, too, will be doubled-barreled in 
their reaction on the United States’ greatest foreign market, 
for they will give our competitors a larger share of the 
British market and Britain a larger share of their markets. 
Argentina, for example, may nose further into the British 
corn and wheat market and let Britain oust us from some of 
(Please turn to page 757) 
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One of the essentials of sound business recovery is a balanced 


Federal budget. 


Shall this be accomplished through a broad based tax 
in which everyone shares or by excessive levies on higher 
incomes and estates, with a consequent throttling of capital 


expansion. 


Will New Taxes Help or Hinder 


Business Recovery? 


By Joun C. CresswiL 





William Randolph has been ob- 





F it may be conceded that so 
tragical a matter as taxes 
can by any stretch of the 
imagination have its comical 
aspects the efforts of Congress to 
fill the gaping cavity in the 
budget are of the farce-comedy 
variety. And business, big and 
little, is sharing the ludicrous 
roles with Congress. Congress 
would, benevolently, tax nobody; 
and everybody would, justly, tax 
everybody else. 
When the Democratic control 
of the House brought in its man- 
ufacturers’ sales tax plan on 


In the present confused state of the 
taxation proposals, the essential differ- 
ence between the Ways and Means Com- 
mittee bill for a moderate increase in in- 
come taxes and the program of the Con- 
gressional insurgents, is that the latter is 
aiming at a virtual abandonment of mass 
excise taxes and meeting the budget 
problem by class taxation. 


sessed by the sales tax idea for 
many years. Apparently the 
lure of the Presidency and the 
sales tax objective were handed 
to the Texan all wrapped up to- 
gether, lovely and indivisible. 
At any rate the outcome was 
a Democratic internal revenue 
bill that had not been passed on 
by the elder statesmen of the 
party or acquiesced in by what 
Representative Huddleston can- 
didly calls his own club—the 
Demagogues Club. After many 
months during which a policy 








March 9, in place of the limited 
sales tax recommended by the 
Treasury, it seemed as if the Federal tax problem were as 
good as settled, the budget balanced, and the nation’s 
fiscal machinery put in shining order. This, despite the 
fact that anything like a consumption tax always has been 
abhorred in the United States. There was a good deal of 
surprise that such a measure should emanate from the 
Democratic leadership, but so much good has come out 
of Democratic Nazareth in the present crisis in the nation’s 
affairs that it was taken as another evidence of a stern 
determination to meet realities rationally without regard to 
traditional party doctrines handed down hoarily from the 
days of Jefferson and Jackson. 


How It Happened 


As a matter of fact the bill took the Democratic rank 
and file by surprise and amazed the party’s leaders in the 
Senate, who had not been consulted. It was the product 
of mixed motives. There was first the desire to break up 
the monotonous and self-denying procedure of following 
the Administration's lead in measures designed to deal with 
the business and fiscal crisis. The party leaders in the 
House wanted to show that they had some constructive 
ideas of their own. In the next place the Garner presi- 
dential aspirations became operative. William Randolph 
Hearst had nominated Mr. Garner for the Presidency, and 
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acceptable to the rank and file of 
the party and not economically 
objectionable might have been worked out and gently in- 
sinuated, nothing politic had been done. Then suddenly 
came a bill that was opposed both to the Democratic tra- 
dition and the popular social emotions of the hour. Never- 
theless, all seemed well at first. The Administration cor- 
dially concurred in the sales tax proposal, and the Republi- 
can leaders joined their Democratic confreres of the House 
in another alliance for the common good. 


Why Congressmen Leave Congress 


But soon members of Congress began to hear from their 
constituents in thunderous tones of indignation. Some- 
body had pushed the buttons in Washington that always 
bring out a storm of protests. Everybody, it seemed, was 
mad; for the excellent reason that everybody had to pay— 
department store barons of the metropolises, corner mer- 
chants of the sticks, chambers of commerce, manufacturers, 
housewives, bankers and bums, and even farmers and 
laborers notoriously scot free from income taxes. Con- 
gressmen began to have disturbing visions of facing their 
constituents this summer and fall as supporters of a tax 
on the dinner table and lunch pail. Here was an indict- 
ment that no demagogue could overlook and that few 
statesmen could answer in vote-making language. The 
foil, of course, to a heavy tax on the masses was to soak 
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the classes. And soon the hitherto all-powerful Democratic 
parliamentary machine, pride and hope of a militant party 
on the march to the White House, was wrecked; and the 
Republican leadership was defied. 

To destroy the force of the argument that a general 
sales tax must be imposed in order to balance the budget 
unless it was intended to revert to the less equitable 
treasury plan of special excise taxes, the tax insurgents 
led by a Socialist in principle and Republican in party, 
brought in and carried a hodge-podge of substitute items. 
The income surtaxes were raised to war levels, the upper 
brackets of normal personal taxes were elevated, a confis- 
catory impost was placed on estates—all on top of increases 
in the regular bill. 

As this is written it is probable that the eventual rev- 
enue law will not include a general | 
sales tax on manufactures but will be 
in respect to additional taxation mainly 
a law of heavy income and estate tax- 
ation, plus the existing and a number 
of new special excise taxes, such as im- 
posts on automobiles, heavier stock and 
bond transfer sales taxes, stamp taxes 
on checks and contracts, and postage 
increases. This is in sharp contrast 
with the Ways and Means Committee 
program, which called for the raising 
of 595 million dollars of new revenue 
from a general sales tax of 24% per 
cent. This tax applied to all sales by 
manufacturers and of imported goods, 
including gas and electricity; (except 
tobacco already under heavy excise 
taxes) with a few defensible exemp- 
tions, such as agricultural products, 
primary foodstuffs, fertilizers, news- 
papers and magazines, textbooks, de- 
votional literature, church equipment 
and furniture. 

While the outlook for a general 
manufacturers’ sales tax is now gloomy 
—since its defeat in the House — 


Receipts and Deficits 
Under Present and 
Proposed Taxes 








it must be remembered that the 





Senate is yet to be heard from. More- 
over, there may be a reaction in its 
favor when the country has had time 
to examine and consider the counter 
proposals with their failure to promise 
a balanced budget and serious implica- 
tions of persecution and penalization 
of wealth. It is therefore worth while 
to consider the business effects of a 
general sales tax and of alternatives. 


A Tax Is Always a Tax 


_ Of course, the gravest business ob- 
jection to any sort of a sales tax trans- 
missible to the ultimate consumer, is 
that it curtails the direct purchasing 
power of the masses. It falls on every- 
body at the same rate, it is not related 
0 capacity to pay or to income. 
Assuming that it is passed on, it shifts 
the burden entirely to the ultimate 
consumer, flush or “broke,” and either 
reduces purchases or increases living 
expense, 

In the recent bill it was sought to 
avoid pyramiding at the different 
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stages of manufacture and sales by limiting the tax to the 
sale conveying the goods from the manufacturer to dis- 
tributor. No tax was proposed on sales from the initial 
manufacturer to a further manufacturer. There is, of course, 


_ no way of preventing the cumulative mark-up of the tax 


itself. The manufacturer who pays the tax adds it to his 
costs, unless he is so exceptionally situated that he cannot, 
and then, perhaps, applies his marginal percentage to the 
sum. The wholesaler applies his margin and so adds his 
“mark-up” percentage to the original tax and the manufac- 
turer's inflation of it. The retailer again inflates the tax when 
he sells to the final consumer. Thus in the case of an article 
that costs the manufacturer, including the tax $102.25, 
the price to the retailer on a 50 per cent mark-up—is 
$153.38, assuming no wholesaler. If the retailer now adds 
40 per cent, the cost to the ultimate 
consumer is $214.63, of which $4.63 
is due to the tax. Call it $4.50, and 
the $2.25 tax spells an addition of 4.5 
per cent to the original $100. If the 
manufacturer simply adds the $2.25 
after his mark-up the tax will still be 
increased through the retailer's ad- 
dition. The tax, working out this way, 
would cost the ultimate consumer much 
more than the Government receipts, 
and the middlemen, if not the manu- 
facturer, would profit by the difference. 


Does Not Destroy Buying Power 


But strange though it may seem, this 
does not mean necessarily that even a 
stark consumption tax would result in 
a total decrease of buying power. The 
individual taxpayer, while he may 
buy less by the amount of the tax and 
its incidence, simply hands that much 
over to the Government and the 
middlemen, who in turn will put it 
into trade channels. This is not to 
say that a governmental expenditure 
has the economic value of a private 
expenditure but merely to point out 
that taxes are not necessarily de- 
structive of buying power. Let us sup- 
pose that the general sales tax were 
eliminated, with nothing to take its 
place, and that governmental expendi- 
tures were reduced by $600,000,000 
solely on that account. Obviously the 
curtailment of the Government’s buy- 
ing power would be in large measure 
an offset to the retention of that much 
purchasing capacity by citizens. 

There is, too, the broad question of 
whether an increase in prices from tax- 
ation in this time of price dickering and 
jockeying can be definitely determined 
in any large transaction. If that is the 
case the psychological effect will be 
largely absent. 

Take the case of a contractor who is 
buying cement, lumber and steel in 
large quantities. A glance at his in- 
voices will remind him that his prices 
frequently fluctuate far more than the 
amount of the tax. Under such cir- 
cumstances he is not likely to be held 

(Please turn to page 764) 
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The Giant Press 


New Steels For Old 


In common with all basic commodi- 
ties, the demand for steel has shrunk 
with the slowing tempo of business. 
Alloys and special steels, however, as 
a result of many new uses for them, 
have shown more resistance to decline. This is indicated 
by production figures since the 1929 peak. From that top 
level production of ingot steel declined 55 per cent to 
January 1, 1932, while production of steel alloys declined 
but 48.6 per cent—in the face of a tremendously lessened 
demand from one of its chief consumers, the automobile 
industry. Of greater significance, and suggesting the prob- 
able future rate of expansion, is the contrast in growth be- 
tween steel and alloy steel during the period from 1900 
to 1930. Steel ingot production expanded four-fold in 
that period, while alloy steel increased six-fold. The pro- 
portion of alloy steel to steel of course is small, but grows 
larger year by year and constitutes probably the most profit- 
able division of the industry. 

It has been calculated that 25 tons of alloy steel will do 
the work of 60 tons of common steel, and as its use in- 
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creases it naturally has a tend- 
ency to cut into total tonnage 
figures but not into profits. 

Moreover the importance of 
these alloys does not lie en- 
tirely in the fact that they dis. 
place common steel or other 
metals; they actually open up 
many new uses for metals and 
in that way eventually necessi- 
tate expansion of the produc: 
tion of the primary metals. 
The construction of | sheet- 
steel walls for homes and other 
buildings is a case in point. In 
Cleveland, Ohio, two new 
types of mass production, rea- 
sonably priced houses, are 
under construction, one of 
which, it is asserted, will cost 
less than a frame dwelling and 
will be erected in two days, 
once the material is assembled. 
The American Rolling Mill 
Co. is directing the test of this 
frameless welded sheet steel 
house. The other, also a 
dwelling, is of porcelain-enamel 
on sheet steel. 

Special steels for special 
purposes may prove the way 
out for one of the most sorely 
pressed of our basic industries 


Changing Capital 
Structures 


The growing number of 
proposals now being made by 
corporations for downward 


Things To 


revisions of capital structures are a typical sign of the times. 
They are a symbol of depression as the stock dividend and 
the stock split-up were marks of the boom. Most such 
changes are necessary and merely make formal recognition 
of the level of values actually existing. They do not lower 
values any more than the stock split-ups of 1929 increased 
them: In many cases, however, there is an apparent re 
luctance of corporate officials to explain these proposals to 
security owners in simple and understandable terms. In 
the main what has happened is that surplus earnings, in’ 
stead of being distributed to shareholders or held liquid, 
were invested during the boom in supposedly productive 
assets of one kind or another. It was on the basis of such 
assets that capitalizations were expanded. Now it develops 
that in many instances these assets have either become 
valueless or have greatly depreciated, no longer supporting 
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the existing capitalization. The stockholder should regard 
every such plan as lurking with potential dangers and 
should either analyze it thoroughly, or obtain disinter- 
ested advice. In a sound corporate revision, capital 
should be converted into capital surplus—plainly so desig- 
nated—and not into earned surplus. There is no justification 
for paying dividends out of such a surplus and payment 
of them can seriously jeopardize the position of preferred 
stockholders and of bondholders. 


Universal Bimetallism If At All 


Of necessity the business of the world, amounting to 
hundreds of billions of dollars, is transacted on the basis of 
the gold standard, although the total stock of monetary 
gold in existence is only approximately ten billions. Given 
a money unit so limited in volume, it is unavoidable that 
the exchange system should be disrupted in time of major 
depression and of violent trade maladjustments. Accord- 
ingly, there is much logic in the demand for a better stand- 
ard. This demand is expressing itself now, as it always 
has in depression, in a cry for bimetallism. Bills for the 
free coinage of silver, in various ratios to gold, have already 
been introduced in Congress, most of them the handiwork 
of Congressmen who represent silver-producing states. 
Such efforts ignore the fundamental fact that no great com- 
mercial nation can set up a money standard without regard 
for the rest of the world. The fixed monetary value of 
gold has been maintained by international habit and usage 
for centuries throughout the world. Any change in the 
standard by a single nation would be to invite disaster. 
If bimetallism is to be adopted at all it must be universally 
accepted. 


More Traffic Needed 


The position of the railroads has been improved by higher 
freight rates, by a reduction in wages and by government 
help extended through the Reconstruction Corporation— 
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but at the same time it has been impaired by a further 
serious shrinkage in the volume of freight available for 
haulage. Of these two opposing forces, the decline in traffic 
is by far the most important and the most potent in its eco- 
nomic effects. Of the three forms of rail relief thus far 
applied only one—the wage reduction—has an economic 
validity beyond dispute. Higher rates are of doubtful merit 
because they restrict traffic. Government loans are an ex- 
pedient, dangerous in excessive use. They meet an emerg- 
ency but Jeave still greater debts and interest charges to 
be met. Unfortunately, the hope that such remedies would 
save railroad credit was based on the assumption that 1932 
trafic would be no worse than that of 1931. Instead, it 
is thus far running some 22 per cent under the level of last 
year. This means that dividends on the majority of rail- 
toad stocks are out of the question. More important, it 
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means that only the strongest systems will be able to cover 
fixed charges unless there is an early and substantial im- 
provement in business. Without such improvement, the 
alternative is receivership for not a few roads. While we 
await the outcome, the Reconstruction Corporation is en- 
gaged in a race against time and against very heavy odds. 


Baby Bonds Have a Kick 


Some Middle-Western banks which have had help from 
the Reconstruction Finance Corporation complain that the 
baby bonds are putting them right back in the hole. It 
seems that the “babies” did not perform according to pro- 
gram. In certain areas where people have been virtuously 
fighting the urge to take their money out of banks the little 
bonds gave them a respectable pretext for satisfying their 
illicit bent. The result was that the slow leakage of deposits 
which has been going on for months took a sudden spurt, 
and for the first time during this depression there are many 
communities in which you have to convert the cashier to 
the idea of letting you have your money before the teller 
will reach into the tills-and bill cases. About the last thing 
a check is good for is for conversion into a baby bond. 
So, the much-heralded baby bonds, which were intended 
to tap hoards, are actually devastating deposits. Perhaps 
that is why the baby bond idea seems to have been over- 
taken by infantile paralysis. 


Had Your Air Washed? 


Rapid development of air conditioning promises to place 
this specialty industry in a prominent position during the 
next industrial upswing. Curiously, it is only since business 
began to slow down that this industry has really shown 
signs of expansion. Railroad cars and buses, theaters and’ 
other auditoriums, and even homes, are installing air con- 
ditioning equipment. From the first system operated by an 
internal combustion engine to the present electrically- 
internal combustion engine to 
the present electrically- 
operated system is a long 
step towards popularizing 
the process. Not only is 
the air conditioned as to pur- 
ity, but its temperature is con- 
trolled and the humidity regu- 
lated. 

The time appears near when the tired business man can 
go home some cold night, tune in his television-radio on 
the South Sea Islands, switch his air-condition dial to , 
“Tahiti,” and go native to his heart’s content—or the sun- 
baked desert dweller can have his home air-conditioned so 
as to provide a comfortable, humid, sandless atmosphere. 

Railroad trains using air-conditioning systems have con- 
tributed greatly to the comfort of the traveler by provid- 
ing a moderate, even temperature within the cars on the 
hottest or coldest of days, yet with perfect ventilation. The 
growth of this new adjunct to human comfort enables its 
manufacture at a steadily lowering cost and quantity pro- 
duction may yet bring it within the reach of all of us, 
transforming it from a luxurious innovation into a practical 
necessity, and providing a spur to business generally by 
the rise of a new industry. 


Out 
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Ford Changes the Motor 
Outlook 


How Much Can Business Expect from 
the Second Great Consuming Industry? 


By Henry RicHmonp, Jr. 








At the present time the 





OW much can Henry 
H Ford alter the automo- 

bile picture? This is 
a burning question through- 
out all industry. It is even 
a matter of primary impor- 
tance to the country as a 
whole, for the automobile 
has been the greatest single 
force in our decade of pros- 
perity which commenced in 
1920, and any factor which 
modifies the productivity of 
the motor industry is there- 
fore a major business influ- 
ence. 

As might have been ex- 
pected, since the beginning 
of the present depression, 
automobile production has 
declined steadily. The year 
1930 made a sickening com- 
parison with 1929, while last 
year was disastrous even 
when compared with 1930. 
Entering the present year, it 
was commonly believed that 
replacement demand would 
assert itself and that sales 
would improve in step with 
a gradually increasing ac- 190619 928 
tivity in all business. Such nln 





THOUSANDS OF CARS 








PASSENGER CAR SALES 


MOTORS CORP. 





whole country, so far as 
automobiles are concerned, is 
awaiting the latest move. 
With actual evidence on 
every few yards of street or 
highway that the Ford Motor 
Co. has done big things in 
the past, many prospective 
automobile purchasers are re- 
maining content with their 
existing status until they have 
had an opportunity to ap- 
praise the latest offering. 
Such an attitude has con- 
tributed materially to the low 
ebb at which the industry is 
now to be found. Sales are 
withheld and production, in 
the low-priced field at least, 


SY¥vV> dO SONVSNOHL 


CORP. is sharply curtailed. Pre- 


liminary estimates put Janu- 
ary and February production 
at about 242,000 units. This 
compares with 392,000 in the 
first two months of last year, 
with 603,000 in the first two 
months of 1930 and with 
867,000 in the first two 
months of 1929. It is also 
an attitude which is naturally 
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reflected in a lack of activity 











expectations have been 
dashed, however, for with 
the new Ford introducing an entirely fresh note of un- 
certainty, production has been still further curtailed. 


The Latest Ford Move 


There have been rumors for a year or more that the 
Ford Motor Co. has made, and was testing new models. 
But always a consummate judge of psychology, it has 
been the Ford’s policy to veil in the deepest secrecy 
even its minutest plans. This gives the public a free rein 
to draw its own conclusions, which not unnaturally tend 
toward the grandicse and bring Mr. Ford and his product 
much publicity. For, it is with high hopes and curiosity 
at fever heat that the public awaits the fanfare heralding 
a new Ford. 
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on the part of accessory 
_ manufacturers and is even 
hampering the progress of steel and other industries. 


No Miracle Expected 


_ Are these new Fords which have so aggravated a serious 
situation to be wonder cars? It hardly seems possible. 
There are to be two new models, an improved four-cylinder 
car and an entirely new “V” eight. They will undoubtedly 
be longer and roomier than the existing model and, of 
course, capable of a generally better performance. While 
nothing definite is known about their price, nor the terms 
on which they will be offered, in these particulars the new 
cars are sure to compare favorably with their competitors. 
But there is no reason whatsoever to believe that they will 


represent so much more value than the Chevrolet, the 
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Plymouth, the Essex, or some other make in the same gen- 
eral field, as to outclass these others. The new Fords will 
sell, but so will their rivals. 

While the Ford Motor Co., because of the very vast- 
ness of its operations, cannot be blamed for taking a con- 
siderable time to change its models, it is to be doubted 
whether much permanent good has been done by the hints 
that “millions would be risked on a single throw” to bring 
to light new, and heretofore unthought of, markets, by the 
very force of the value offered. Is it not reasonable to 
suppose that this has artificially dammed up the demand for 
automobiles just when the country needed industrial ac- 
tivity as never before? 

It will be possible to state definitely after the new Fords 
have been in the hands of the public for a month or two 
how much of the most recent decline in production can be 
attributed to deferred demand and how much can be 
attributed to the fact that the depression is more acute than 
it was a year ago. This is not to say by any means, how- 
ever, tniat Ford will receive all the deferred business, what- 
ever it may be. Many undoubtedly expect too much and, 
having seen the new car, will decide after all to buy a 
Chevrolet, or a Plymouth. The air, however, will have 
been cleared and the actual introduction of the new Fords 
—which incidentally may have taken place before this is 
in print—will take away from the man with the money 
and the inclination his last excuse for not buying 
a car. 

This foreshadows at least some degree of temporary im- 
provement throughout the 
industry. There might 


to sell much over two million and it is not likely that Ford 
can captivate three-fourths of the market. 

For many years the number of people in this country 

‘ who could afford to keep an automobile and yet who did 
not possess one has steadily decreased, despite all that the 
manufacturer could do in the way of cheapening his prod- 
uct and making it more economical to run. Indeed, many 
have bought an automobile when a moment’s thought would 
show it really to be outside their means. 

A car is an expensive luxury—or necessity, depending 
upon the point of view. Let us digress for a moment and 
take a look at the country’s automobile bill. Last year 
the wholesale value of the cars and trucks produced in the 
United States and Canada, excluding exports, was slightly 
less than $1,300,000,000, parts and accessories about $340,- 
000,000 and tires and tubes around $320,000,000. To this 
may be added highway and street expenditures of $2,400,- 
000,000, taxes of more than $1,000,000,000 and about 
another $1,000,000,000 for gasoline and oil at wholesale 
prices. Truly a staggering total and the end is not yet. 
There are dealers’ commissions, freight, retailers’ profits on 
parts and fuel, garage expense, repair bills and a multitude 
of other items which must be included before the account 
can be summed. 


The Replacement Market 


On the basis of current national income, is there any 
doubt but that the limit will shortly have been reached? 
The much discussed satu- 
ration point in automo- 








even be some effect upon 
the sale of higher-priced 
cars. When the public 
discovers, as it certainly 
will, that there is to be no 
miracle under the Ford 


A Close-Up of the Motor Prospect 


As seen by a prominent executive in close 
contact with automobile financing and sales. 


biles is being forced upon 
us by sheer economy. 
Moreover, it can be shown 
that new buyers of new 
cars are accounting for a 
steadily smaller propor- 
tion of the total business. 


name, it may decide to pay 
a thousand dollars for a 
thousand-dollar car and 
forget the hopes of ob- 
taining the equivalent for 
half or less. Upon the 
highest-priced cars like 
the Lincoln, which in- 
cidentally is made by the 
Ford company itself, the 
Cadillac, the Packard and 
others, it is hardly likely 
that the increased activity 
in the lower-priced field 
will have any effect. 

The expectation of tem- 
porary betterment, how- 
ever, does not alter the 
fundamental outlook. It 
has been said that Ford 
was anticipating and pre- 
paring for a production of 
1,500,000 cars this year. 
If this refers to Ford 
world production it might 
be barely possible, albeit 
highly improbable, but if 
it refers to production in 
this country by no stretch 
of the imagination can one 
conceive of its being done. 
The entire industry will 
be fortunate if it manages 
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The automobile situation at this moment does not 
look so favorable; | would say more unfavorable than 
it did a few weeks ago. Of course, we must take into 
account the fact that Ford has for the time being very 
seriously stalled the industry, and until such time as 
he is actually in production on his four and eight and 
the prices have been announced, the public will con- 
tinue to display a waiting attitude. His position has 
retarded sales tremendously in many of the other lines, 
and during the time that the other manufacturers are 
contending with this condition, they naturally are very 
much worried. It is almost a certainty with the definite 
announcement of the Ford product and the advent of 
spring, things will change considerably. 

I might mention here a fact of considerable interest. 
An automobile dealer who is considered a good opera- 
tor recently purchased a large number of new cars in 
the medium price class from one factory. ey were 
last year’s models. Through the medium of adver- 
tising and a selling campaign, he has done a tremendous 
business; in fact, sold something like three hundred 
cars in the first four days. Such a record would seem 
to indicate a potential buying power that must come 
into the market sooner or later. e peculiar part 
of this transaction is that the factory had made the 
larger portion of the price cut being offered now some 
months ago but did not advertise extensively, with the 
result that they only sold a limited number of cars at 
that time. The present offering, while it is a good 
value, is not much more of a cut than was offered 
several months ago, but with the new approach, a 
large business is being done. If you were in the sales- 
room you would imagine that they were selling five- 
and ten-cent commodities instead of automobiles. 

While I sincerely believe that sales will improve 
somewhat in the near future, on the whole my judg- 
ment is that the industry will have a difficult time 
during 1932. 














The industry is thus 
thrown more and more on 
its definitely limited re- 
placement market. 

In 1929, the United 
States and Canada pro- 
duced 5.4 million cars and 
trucks and of these some 
2.7 million went into the 
domestic replacement mar- 
ket. In the following 
year, out of a production 
of 3.4 million, some 2.9 
million were domestic re- 
placements, while last 
year, in view of the de- 
cline in registrations, there 
would have been no busi- 
ness at all but for the re- 
placing of cars which had 
been scrapped. 

While these figures 
clearly show that the 
average car in the hands 
of the public today is con- 
siderably older than it was 
a year or two ago, they do 
not necessarily mean that 
any phenomenal demand 
is an immediate prospect. 
Car owners are realizing 
that the advertised claims 
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of a longer life 
are capable of 
substantiation and 
that the four- or 
five-year-old car 
is surprisingly 
satisfactory. 
Such an atti- 
tude may force 
even replacement 
sales to an abnor- 
mally low level in 
coming months, 
although this mar- 
ket must neces- 
sarily reassert it- 
self eventually. 
Because the auto- 
mobile manufac- 
turer’s business is 
now to be almost 
entirely the sub- 
stitution of new 
automobiles for 
old, it might 
be well to pause 
for a moment 
and consider 
what might a normal replacement market be. Let 
us assume that there is to be no accentuation of the 
depression which would cause any substantial number of 
persons to give up their cars. It is then a reasonable ex- 
pectation that the country’s present automobile registra- 
tions of 26,000,000 will gradually rise over a period of years 
te 30,000,000, but that this increase will merely offset the 
average car's longer life. As the present life of a car is 
now calculated to be something over eight years, normal 


Nesmith Photo 


replacements will be in the neighborhood of 3,000,000 
vehicles a year and under current conditions will probably 


not be more than 2,000,000. This constitutes the scope 


of the domestic market. 


Export Prospects Dim 


Nor is it likely that total sales will be materially in- 
creased by exports. The value of motor vehicles and parts 
exported from the United States and Canada in 1931 was 
only some $160,000,000, compared with about $350,000,- 
000 in the previous year. It is quite clear that the depleted 
purchasing power of our foreign customers, the difficulties 
they encounter in obtaining dollars with which to pay us, 
and the tariffs which have been set up all over the world 
are having their adverse effects. 

With more and more people debating the wisdom of 
sacrificing their entire margin of safety for the privilege, 
pride, convenience, or whatever it is of owning an auto- 
mobile; with more and more people deciding that the life 
of car has been underestimated; and with our foreign mar- 
ket curtailed almost to vanishing point, it is clear that the 
industry has entered upon a more sober era. 

It is an era that will demand the utmost in skilled sales- 
manship without the high pressure methods of boom times. 
Aggressive advertising will be demanded and installment 
selling having withstood the test of depression must keep 
its vogue. 

For it is undeniable| that the motor market is becoming 
increasingly inelastic with the result that manufacturers 
must fight among themselves for the available business. The 
new Fords merely usher in a period of intense competition, 
of slender profit margins, and the failure of the weak. 


722 


The Never-Ceasing Stream Which Converges to the Entrance of the Holland 
Tunnel Under the Hudson River 


However success- 
ful the new Fords 
may be, it will 
not be long be- 
fore General Mo- 
tors, Chrysler and 
others have gone 
them one better, 
perhaps in qual- 
ity, or perform- 
ance, if not in 
price. 

Almost six hun- 
dred automobile 
manufacturers 
have entered the 
business since its 
birth at the he- 
ginning of the 
present century. 
Today, excluding 
the makers of 
trucks, there are 
a bare dozen 
which can be said 
to be upon a rea- 
sonably sound 
basis. No less an 
authority than A. R. Erskine, president of the Studebaker 
Corp., recently stated that the industry was largely over- 
built with a plant capacity of 9,000,000 cars a year while 
the present output is 2,000,000 cars. Under these condi- 
tions, a continuance of the weeding-out process would seem 
inevitable, with such prosperity as the industry enjoys con- 
centrated in a small number of the strongest manufacturers. 


Accessory Manufacturers 


Because there will always be a goodly number of auto- 
mobiles produced in this country regardless of the internal 
state of the industry, the fundamental outlook for the auto- 
mobile accessory companies would appear to be somewhat 
better than for the automobile companies proper. The 
former are concerned more with total production than with 
the percentage which happens to fall to anyone in par- 
ticular. But here again competition is terribly keen. It 
has been said that an increase of ten cents in the price of 
a carburetor on a cheap car is a matter for consideration by 
high executives of automobile manufacturing companies. 

Nevertheless, despite the already slender profit margins, 
the accessory companies may be expected to benefit from 
the somewhat better business in immediate prospect. Par- 
ticularly is this so in view of the fact that more and more 
automobile companies are finding it to their advantage to 
concentrate upon the manufacture of automobiles rather 
than upon the myriad parts of which they are composed. 
Even Ford who once proposed to build his cars “from the 
ground up” now has more parts made for him than was 
previously the case. 

So far, however, the accessory companies report but a very 
moderate volume of Ford business and they are becoming as 
impatient as anyone can, who has no remedial action, of the 
delay in presenting the new models. But the orders, either 
from Ford or some other company, must eventually come to 
hand and when they do, volume will be increased, overhead 
expense will be less of a problem, and they might even yield 
a little profit. More important still, these orders will per- 
mit the accessory companies time in which to perfect their 
plans for the manufacture of articles outside their own 

(Please turn to page 756) 
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ow Enduring is the Bond 
Market Upturn? 


q Improving Trend Characteristic of Early Phase of 


General Business Recuperation 





q Careful Distinction Between Various Classes of 
Bonds Necessary 


7. NX 


By Laurence STERN 


HEN basic recovery begins in the securities markets the investor. If a reasonable degree of the first quarter's 

\\) the first impulse invariably manifests itself in bond _ price appreciation can be maintained in the face of con- 

prices. Yet with bonds, as with stocks, the distinc’ tinued stagnation in general business, the inference that the 

tion between rally and genuine advance is not always clear. bond market has made a lasting turn will be greatly 

It is the prevailing belief of the financial community that strengthened and will carry with it the usual implication of 

the bond market, on the average, established its bear mar- a financial recovery that will eventually broaden to include 
ket low in the panic selling of last December. the entire economic scene. 

Although no market opinion is subject to conclusive It may very well be that the bond market is even now 
statistical proof, the weight of giving this traditional signal 
the evidence since mid-Decem- ee ; of clearing skies ahead. There 
ber unquestionably supports ' is no evidence to the contrary. 
this hopeful view. The im- | | : On the other hand, this signal 
pressive thing is not the extent ~Upiliti , is never a sure guide as to the 
of the rally in prices, for in time interval that must pass 
most groups it has recovered before the initial improvement 
but a modest part of the pre- is translated into an actual ad- 
ceding aggregate loss, but the : ay | vance in corporate earning 
stability with which improve- | mh power and, hence, into sus- 
ment has been maintained dur- | tained appreciation of common 
ing a period of more than Tit | stocks. 
three months—a period in Ta There are sound reasons for 
which the stock market has [| | believing that an active bond 
bowed to recurring shocks recovery may precede that in 
without renewed investment stocks by many months. If 
atic. that is the case, bonds for some 

At this writing a mild de- time to come should offer more 


gree of reaction is evident in attractive investment oppor- 
bonds, accompanied by a 4 tunities, both as regards in- 
a y THE TREND [|| g 
of | | | 
| 


ee ee ee i ee 
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shrinkage in trading volume. come return and possibilities of 


In most groups, particularly Bonp Paices* |) tt ee capital appreciation, than can 
among the higher grade issues, {Peed Yoon Gosing) | SeeRe ad: be found in the stock market. 





this movement has cancelled oe wo | Beyond this generalization, 
an insignificant proportion of | however, the investor runs 


& NEW YORK WEAALD TAIBUNE 


the rally since December and into difficulties, for what he is 


hence may be regarded as hav- VRECSSL | | buying is not the bond market 
ing checked the advance, but a particular bond, and in 


oO 
: JFMAMJJASOND'S FMAM) JASOND JF M ; A : 
rather than reversed it. Sec- Sy |: ,) ames <5 | a its selection he is confronted 


ond grade railroad bonds, how- $$$ aa with serious uncertainties. 
ever, have recently lost ap- Relapse in bonds is one of 
proximately half of their total recovery and are plainly the belated results of the depression. The trend of bond 
reflecting some renewed doubts regarding the general prob _ prices after the stock market crash in 1929-was generally 
lem of railroad credit. and rather steadily upward throughout 1930 and part of 
Under the circumstances, the next few weeks can hardly 1931. Speculative issues were the first to turn down, in- 
fail to provide a bond market test of unusual interest to fluenced by much the same financial factors which govern 
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stock movements. Second grade railroad bonds began to 
decline in February, 1931, giving the first signal of the com- 
ing storm. High grade rail bonds began to sag shortly 
afterward and broke severely late in June, followed closely 
by the gilt-edged industrials. Public utility bonds con- 
tinued to advance until September. 

The general decline through the autumn of 1931 was 
probably the worst that the bond market has ever experi- 
enced, representing nothing short of panic. It is impossible 
even now to determine the precise weight of the controlling 
factors. Realization of the actual straits in which business 
found itself played a part, but the development of an acute 
banking crisis undoubtedly was the major factor. With 
banks failing by the score and unleashing necessitous liquida- 
tion, investment demand suddenly was withdrawn in 
hysterical fear. The result was a thin market in which 
prices of many bonds virtually 


vance well worth playing for—is clearly possible from pres- 
ent levels and current average yields of around 5 per cent . 
in various good utilities and industrials are by no means 
low. Indeed, it is possible that such a yield may eventually 
seem high. 


In any discussion of the bond market the 
familiar technique is simply to divide all 
bonds into two classes—investment bonds, 
and all others. Strictly investment bonds 
are “money bonds.” Their safety being regarded as 
assured, price fluctuation is determined more by changes 
in credit conditions than by fluctuation in general business 
and corporate earning power. Bonds of medium grade also 
are affected to some extent by 
credit conditions, particularly 


Money 
Bonds 








collapsed. 

The performances of the 
market during those months is 
of interest because it throws 
some light on future probabili- 
ties. The record shows that 
the public utility group suf- 
‘fered the least depreciation. A 
representative list of the best 
operating utilities sells cur- 
rently at an average quotations 
of approximately 100. 

Comparison of this with 
high grade industrials is diffi- 
cult, depending upon the par- 
ticular average used. A price 


mits. 


business. 


Although subject to the intermediate uncer- 
tainties of the Federal Governmeni’s budget 
problem, high grade bonds appear to have an 
unusually favorable prospect and should be 
accumulated as moderate market reaction per- 
With the exception of “money bonds,” 


however, the investment trend remains largely 
subject to the still obscure course of general 





over short periods, but in the 
long run other factors, notably 
earning power, are the more 
important influence. 
Moreover, credit factors at 
times exert an abnormal influ 
ence over the entire bond mar- 
ket, as shown by the manner 
in which all bonds, except the 
finest short-term issues, de- 
clined in the banking crisis last 
autumn. The passing of that 
crisis, definite improvement in 
the financial aspects of depres- 
sion and a rebound of invest- 
ment sentiment out of the 








of 89, however, appears to be 
a fair average for a repre- 
sentative list of strictly gilt-edged industrials. High grade 
railroad bonds are at an average of approximately 80. Sec- 
ond grade rails lost nearly half of their market value and 
at present are at an average price of about 56. 

Such comparisons, of course, cannot be taken at face 
value. Gilt-edged rails for years were the favored invest- 
ment medium for institutional and trustee funds, while 
utilities came in for a later popularity. The result is 
that the average good rail bond bears a Iower coupon rate 
than the average good utility. This fact accounts in part 
for the better market prices of the utilities. 

Nevertheless, the generalization cannot be escaped that 
there is a clearly marked investment trend in favor of bonds 
of the strongest operating utilities and against the rails. The 
reason is not hard to find, for the average operating utility 
has demonstrated an ability to maintain earning power in 
depression in a manner that very few railroads can match. 
Moreover, the disparity probably has been widened by in- 
vestment uncertainty as to the ultimate implications of the 
newer forms of transportation competition, notably of the 
automobile truck. 

The best industrial bonds have a higher average factor 
of safety than the best rails for the fundamental reason that 
funded debt constitutes a heavy portion of the capitaliza- 
tion of all rails and a much more moderate proportion of 
the capitalization of the strongest industrial corporations. 
This advantage, which now shows up so clearly, was mag- 
nified during the late stock boom when many corporations 
issued additional stock and retired bonds. 

In short, recent and current market behavior appears to 
indicate that the b-st grade utilities and the best grade in- 
dustrials enjoy an inherently favored position for safe in- 
vestment of long-term character. This, of course, carries 
with it the corollary of somewhat limited appreciation pos- 
sibilities. Nevertheless, eventual moderate advance—ad- 
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depths of panic are sufficient 
in themselves to account for a substantial recovery in bond 
prices. The market was thin on the way up, as it had been 
on the way down, and, given the better sentiment, made 
notable gains on no very heavy volume of demand. 

Investment demand at present may fairly be said to be 
improving, but leaves much to be desired. Banks generally 
are not yet in a position to interest themselves largely in 
investments in corporate bonds. Public demand is rela- 
tively small and timid. Trustee funds, as usual, are a quiet, 
sustaining influence in the best “money bonds.” This leaves 
the largest activity and price fluctuation to the vast ma- 
jority of secondary bonds, which are responding to the nor- 
mal currents of speculation, both general and specific. 

The investor at this time will have to realize that there 
is nothing sacred even about a “money bond.” The inroads 
which this depression has made into the general level of 
earning power are deeper than had been thought possible 
and bonds that were thought absolutely secure a year ago 
are now meeting with at least some degree of investment 
doubt, as reflected in their quotations. There are fewer 
“money bonds” on the list today than is many years. Some 
of the rails formerly in this classification have fallen out 
of it. This is by no means to imply that the rail group 
should be inclusively avoided, for many such issues un- 
questionably remain “money bonds”; for example, the first 
mortgage bonds of such roads as Atchison, Burlington, Nor- 
folk & Western, New York Central, Pennsylvania and 
Union Pacific. 

The investor who desires maximum safety at the present 
time and who prefers long-term commitments rather than 
short-term bonds or notes should give prime consideration 
to “money bonds.” ‘There is a reasonable prospect that 
such issues may ultimately sell substantially higher than 
present quotations. The reason is that surplus investment 
funds in this country tend to pile up greatly, despite 
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depression. The flow of new offerings 
of sufficient quality to attract invest- 
ment demand is light and probably will 
remain light for some time to come, 
leaving a relatively small number of 
seasoned bonds of high quality to bene- 
fit from any expansion of demand. 


New Financing 


It is not alone the character of the 
present market which may be expected 
to restrict new issues. There are solid 
reasons for believing that the United 
States at present has an over-built pro- 
ductive capacity and that the demand 
for new capital investment at least for 
several years will be far below the 
standards of the years immediately pre- 
ceding the depression. For business as 
a whole the job is one of reconstruction, 
rather than of expansion. Even in pub- 
lic finance the trend is, and must con- 
tinue for some time, toward economy 
and the limitation of new flotation. 

Although substantial ultimate re- 
covery in the stock market can be taken 
for granted, the general setting in 
which we will leave this depression can 
hardly suggest for an indefinite time 
anything remotely approaching a stock 
boom similar to that ended in 1929. 
That the public is still to an important 
extent stock-minded is shown by the 
tremendous increase in the number of 
shareholders in representative com- 
panies, but nevertheless the dream of 
easy wealth through permanent invest- 
ment in common stocks has been dealt 
a heavy blow and there is unquestion- 
ably a trend back to bonds. This may 
well become stronger in the next year 
or two. 

Moreover, the time will come when 
hundreds of millions of dollars now de- 
posited in savings banks or in short- 
term securities will flow gradually into 
long-term bonds of higher yield as in- 
vestors become confident that the worst 
has passed. And if our logical prospect 
is one of business reconstruction, rather 
than of dynamic expansion, the demand 
for money for a long time should re- 
main slack and interest rates should be 
low. Under those conditions capital 
would be forced to seek long-term em- 
ployment at low rates. 

The alternative would be a substan- 
tial flow of American capital into for- 
eign loans, into stocks or into new offer- 
ings of bonds. None of these fields ap- 
pears likely to have much appeal with- 
in any time that can now be forecast. 
Accordingly, it would not be surpris- 
ing to find a heavy investment demand 
concentrating upon a limited number of 
our seasoned “money bonds” and driv- 
ing them up to abnormally high prices 
and low yields. There have been vari- 

(Please turn to page 756) 


for APRIL 2, 1932 











Bond Buyers’ Guide 


NoTE.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue in the list 
is not intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 


Total Amount 
Funded of Interest* Yield 
Debt this Times earned Recent to 
(millions) issue 1930 Est. 1931 Price Maturity 

Norfolk & Western Ist Consol. 4s, 1996 112 41 

Atchison, Top. & Santa Fe Gen’l 4s, 1995.. 311 152 

Union Pacific Ist 4s, 1947 ; 100 

Pennsylvania Consol, 4s, 1948 20 

Northern Pacific Prior Lien 4s, 1997 107 

Baltimore & Ohio First 4s, 1948 82 

Missouri-Kansas-Texas Ist 4s, 1990 $1 

N. ¥., N. Haven & Hartford Ref. 4%4s, 1967 $1 

Kansas City Southern Ist 3s, 1950 30 

Northern Pacific Ref, & Imp. 6s, 2047 107 





Public Utilities 
Call Recent Yield to 
Price Price Maturity 


Cincinnati Gas & Elec. ist 4s, 1968 100 91 
N. Y. Telephone Gen’l 4%s, 1939 Ys 100 
Phila. Electric Ist Ln. & Ref. 4%s, 1967 y 98 
Westchester Lighting Ist 5s, 1950 i 105 
Duquesne Light Ist 4%s, 1967 i 96 
American Telephone Coll. Trust 5s, 1946.... s 102 
Tllinois Bell Telephone Ist & Ref. 5s, 1956.. ; 102 
Detroit Edison Gen’l & Ref. 4%s, 1961 kK 1 94 
Pacific Gas & Elec. Gen’l & Ref. 5s, 1942... Ns 101 
Pennsylvania Pwr, & Ut. Ist 4%s, 1981 , 88 
N. ¥. Power & Light Ist 4%4s, 1967 2 89 
North’n States Pwr. Ist & Ref. ‘‘B’’ 6s, ‘i S 105 
Denver Gas & Elec. Ist & Ref 5s, 1951 . 91 





Industrials 


Standard Oil of N. J. Deb. 5s, 1946 120 
Swift & Co. First 5s, 1944 23 
Western Electric Debenture 5s, 1944 $5 
Bethlehem Steel Ist & Ref. 5s, 1942 13 
Lorillard (P.) Co. 7s, 1944 Ns 9.2 
Goodyear Tire & Rubber Ist & Coll. 5s, 1957 63 56 





Short Terms 


Amount Yield 
Name Due This Issue Price Income Maturity 
Date (Millions) Call Market Basis Basis 


Detroit Edison Ist & Coll 5s 1/1/33 10.0 nc 101 
Corn Products Refining Ist 5s 5/1/84 1.8 105 102 
Union Elec, Lt. & Power Ref. & Ext. 5s 5/1/33 6.2 NC 101 
Chicago Gas Lt. & Coke 5s 1937 9.9 Nc 100 
Norfolk & Western Imp. & Ext. 6s 2/1/34 2.0 NC 102 
Computing, Tabulating & Recording 6s. 6/1/41 2.7 105 105 
Bethlehem Steel Purchase Money 5s.... 7/1/36 22.3 105 96 
Portland Gen’l El, Co. Ist 5s 1985 6.8 107% 95 
* On total funded debt. NC—Not callable. 

NOTE—Our preferences in the above list, at present, are among the short term and 
second grade issu*s. The high grade long term bonds in the list will be subject to the 
possible adverse factor of higher money rates. Consequently, commitments in this class 
might well be postponed unless they are assumed for a period of years. 
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Era of Receding Profits Discloses Real 
Strength of Southern Carrier 


Five Years of Drastic Reductions in Earnings Finds 
System Still in Strong Position, With No Need for 
Borrowing From Reconstruction Corporation—Road 
Ploughed $40,000,000 of Earnings Back in Nine Years 


HEN it is realized that 
the 1931 net operat- 
ing income of the 


country’s railways showed a 
decrease of 58.3% as con- 
trasted with 1929, it is not 
particularly disturbing to find 
that Atlantic Coast Line’s net 
railway operating income re- 
ceded only 63.2% in the same 
two years, for the peculiar dif- 
ficulties and problems of this 
important Southern system 
might well suggest that it 
would have suffered more 
severely. As one goes deeper, 
however, he finds much more 
to ponder, for inquiry dis- 
closes that in the three years 
from 1926 to 1929 the road's 
net railway operating income 
underwent a decrease of 
26.4%. So that, while the 
natural inclination may be to 
contrast 1931's net of $4,748,- 
109 with the 1929 figure of 
$12,874,207, the past year ac- 
tually represents a decrease 
from $17,585,807 in 1926. As 
far back as 1923 net railway 
operating income stood at 
$15,496,609. 

Not only is it necessary to 


examine into the current situation and 
prospects of Atlantic. Coast Line if we 
are to get adequate pictures of the pres- 
ent and future of the system and its 
securities, but we must delve critically 
into the reasons for this persistent re- 
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By C. H. Lawton 








ATLANTIC COAST LINE 
\ ww 4 1 E 


MICHIGAN cmt YOLEDO 
i 
! 
' 
| 


OND) 


IDIANAI Ss 
PON NNCINNATI 





LEGEND 
s=== ATLANTIC COAST LINE 
=== RAILROADS IN WHICH THE 
ATLANTIC COAST LINE HOLDS AN 
INTEREST OF 50 PERCENT OR MORE 





COLLIER CITY Ut EVERGLADES, 
S f S 
q 


























dividing the recent past into three 


and the third from 1929 to 1931. 


trafhe originates on its own 
lines. This percentage applies 
to 1923 and to 1930, and to 
the years in between. Com- 
plete data for 1931 is not yet 
available, but it is not likely 
there was any change. Prod- 
ucts of agriculture averaged 
13.7% during the years from 
1923 to 1930. Animals and 
related products averaged 
94%; products of mines 
33.3%; forest products 
24.9%; manufactures and mis- 
cellaneous 23.1% and less car 
load freight 4.7%. Forest 
products which comprise the 
most important group in 1923 
and constituted 31.7% of the 
total revenue freight trans- 
ported, steadily decreased in 
importance. In 1930, it aver- 
aged 19.27%. 

The volume of freight trans- 
portation increased 7,150,441 
tons between 1923 and 1926, a 
gain of 36%. Freight reve: 
nues increased only 21.2% 
because ton miles increased 
only 28% during 1923-1926. 
In consequence, the average 
haul per ton decreased from 
186.7 to 175.8 miles, a decline 


cession of net—and gross as well— of 6.25%. 

From 1926 to 1929, total revenue 
periods, one taking in the year 1923 to freight transported decreased 8,063,620 
1926, the second from 1926 to 1929 tons, a reduction of 30.2%. Ton miles 
decreased at the same rate, so that the 
Approximately 70% of the road’s company was handling a lower volume 
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of trafic with an average shorter haul 
per ton. The effects of these changes 
are reflected more strikingly in the in- 
come account shown in the accompany- 
ing table. 

As the map indicates, a portion of 
the interior as well as the coast of the 
southern states is served by Atlantic 
Coast Line. But its lines do not reach 
the larger areas of traffic production; 
the regions it traverses are mainly agri- 
cultural. And while the system reaches 
every seaport of importance scuth of 
Norfolk, this creates a certain amount 
of water competition. To interior 
destinations reached by this road there 
are lower rates than the all-rail rates 
and, in addition, they are subject to a 
division of which the Atlantic Coast 
Line receives a smaller portion. In ad- 
dition, truck competition is severe from 
inland points in the Carolinas to the 
coast. Good roads have greatly intensi- 
fied this competition. Goods manufac- 
tured at inland points are hauled to the 
coast, and thence to northern destina- 
tions by water. 

Another cause of declining traffic is 
the steady depletion of the forests in 
part of the territory served by the 
Atlantic Coast Line. In 1923, the lum- 
ber tonnage carried by the “A. C. L.” 
amounted to 3,384,881 tons. With the 
exception of 1925, the volume has been 
declining steadily. In 1926, it was 
3,353,023 tons; by 1929 it had fallen 
to 2,768,196 tons, and in 1930 to 
1,913,806 tons. Products of agricul- 
ture on the other hand show consider- 
able stability. This group produces a 
disproportionately greater share of 
revenue in relation to tonnage. Be- 
tween 1928 and 1930 it accounted for 
33.2% of the road’s total freight reve- 
nues. Within this classification are 
citrous fruits which produced 8.95% 
of the road’s revenues in 1928; 14.3% 
in 1929 and 13.0% in 1930. These, 
with other perishables, have in a meas- 
ure, produced revenues which have 
tended to offset the decline from lumber 
trafic. Products of mines reflect a 


rising tendency, although the peak of: 


traffic, 10,650,403 tons was reported in 
1926. In 1929, it totaled 6,000,154 
tons as compared with 5,600,675 tons 
in 1923. Although producing a large 
amount of tonnage, the revenues from 
this group are relatively low. They 
produced 11.6% of the total freight 
revenues. Manufactures and miscellane- 
ous have declined steadily since 1926. 
Revenues from the group are impor- 
tant, averaging approximately 27%. 

One of the reasons for the sharp ex- 
pansion in trafic from 1923 to 1926, 
was due to land speculation in Florida. 
This assumed enormous proportions; a 
large amount of traffic suddenly de- 
veloped, but when real estate values 
declined very sharply, accompanied by 
a decrease in building activity, traffic 
to Florida fell off to very small propor- 
tions. The development of so large 
a volume of traffic in Florida for so 
short a period, must be reviewed as a 
passing incident rather than one of a 
permanent cause, however, of the At- 
lantic Coast Line’s difficulties. 

As is apparent, freight revenues in- 
creased between 1923 and 1926, and 
since that year, have been declining 
steadily with the exception of a small 
increase in 1929. Total operating 
revenues increased from $80,882,310 
in 1923 to $97,086,517 in 1926; since 
that year, total operating revenues have 
declined steadily. Operating expenses 
were controlled much better during 
1923-1926, when they increased only 
15.3%. Between 1926 and 1929, 
operating expenses decreased $9,898,- 
646 or 15.4%. As a result, net rail- 
way operating income decreased from 
$10,271,334 in 1927 to $12,874,207 in 
1929. Between 1923 and 1926, net 
railway operating income increased 
$2,089,198 notwithstanding an increase 
of $16,204,207 in total operating reve- 
nues. 

The reason for the inability of the 
company to retain a greater proportion 
of increase in total operating revenues 
for net railway operating income, was 


due to a proportionate increase in 
transportation expenses. This item rose 
from $28,814,875 in 1923 to $34,469,- 
600, an increase of $5,554,725. It 
absorbed more than one-half of the 
total increase in operating expenses. 
Other income rose steadily to 1927. It 
declined in 1928, and remained, rela- 
tively stable in the next two years. Due 
to decreased dividends received from 
subsidiaries, there was a reduction to 
$4,712,984 in 1931. The changes in 
gross income practically parallel all 
other changes. Interest, rentals, etc., 
however, remain relatively stable. Be- 
tween 1923 and 1929, there was an in- 
crease, but thereafter, interest charges, 
rentals, etc., declined. Net income 
fluctuates very widely. It rose to its 
maximum in 1925, and thereafter de- 
clined steadily to 1928. There was an 
improvement in 1929, but the main 
tendency since 1925 is downward. Ob- 
viously, dividends were earned by a 
steadily decreasing margin. There was 
paid out, more in dividends than was 
earned in 1930 and 1931. Between 
1923 and 1929, Atlantic Coast Line 
reported aggregate net income of 100.3 
millions of dollars. Of this amount, 
approximately 60 million dollars was 
paid out in dividends, leaving the bal- 
ance to be reinvested in the property. 

Investment in road and equipment 
increased from 207.5 to 272.7 million 
dollars, from the beginning of 1923 
until the end of 1930. The annual re- 
port for 1931 is not yet available, but 
it is doubtful as to whether the com- 
pany made any expenditures for im- 
provements to the property in the past 
year. The total increase in road and 
equipment amounted to 65.17 millions 
of dollars. The company’s total in- 
vestments increased from 279.7 to 
354.59 millions of dollars, a gain of 
85.82 million dollars. Stocks in affili- 
ated companies increased by 16.1 mil- 
lions of dollars, being 73.86 million at 
the end of 1930. The company has 
always been in a satisfactory financial 

(Please turn to page 760) 











Total Operating Revenues 
Total Operating Expenses 
Operating Ratio 

Net Railway Operating Income 
Other Income 

Gross Income 


Times Earned 
Net Income 
Dividends 
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The Rise and Fall of Atlantic Coast Line Earnings 


1926 

$97,086,617 
$70,701,770 
72.8 
$17,585,807 
$6,391,289 
$23,977,096 
$7,457,228 
3.21 
$16,519,873 
$6,858,455 


1923 
$80,882,310 
$59,868,428 

14.08 
$15,496,609 
$4,659,502 
$20,155,111 
$7,318,761 
3.76 
$12,842,350 
$4,810,869 


1929 
$72,371,894 
$53,431,588 


$12,874,207 
$6,674,292 
$19,548,499 
$7,626,992 


$11,921,507 
$8,244,105 


1931 
$54,088,005 
$43,188,471 

19.7 
$4,748,109 
$4,712,984 
$9,461,098 
$7,440,236 

1,27 
$2,020,857 
$4,538,684 


1930 

$63,019,956 
$41,685,460 
78.7 
$7,241,304 
$6,617,810 
$13,859,114 
$7,604,523 
1,82 
$6,254,591 
$8,244,105 
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As Investors See Stock Dividend 
Policy of Leading Utility 


Uncertainty of Business Outlook and Extent of Recovery Detract 
From Attractiveness of Plan Because Necessity for Expansion Is 
Not Apparent—Issue Still Appeals From Long-Term Viewpoint 


By Frepericx J. McDermott 





VEN though it 
is one of the 
strong and con- 

servatively managed 
public utility hold- 
ing companies, the 
primary reaction 
of the investor to 
North American Co. 
would perhaps be to 
question the policy of 
stock dividends. In 
times of steady and 
justified expansion the 
practice of paying 
24% quarterly may 
be considered a 
shrewd and economi- 
cal method of financ- 
ing growth, but when ibd Bbond 
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ORTH AMERICAN COMPANY 
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after the commerciali- 
zation of electricity. 
Shortly after its or- 
ganization, the com- 
pany entered into a 
contract with the late 
Thomas A. Edison 
and the Edison Gen- 
eral Electric Co. for 
the application of 
electricity as a mo- 
tive power to rail- 
ways of all descrip- 
tions and to impor- 
tant improvements in 
connection with the 
use and application of 
electric power. The 
company also took 
| over various lighting 
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further growth is of 
questionable necessity the stock divi- 
dend is open to closer scrutiny. But 
whereas this is an important point to 
be considered, there are other aspects 
of the situation to be analyzed before 
an intelligent appraisal can be made. 
For example many investors will be 
disposed to inquire into the advisability 
of investing in any holding company 
today in view of the position in which 
so many of the heretofore most popu- 
lar of them now find themselves. It 
appears that the favorites of a few 
years ago and those which were most 
profitable at that time, from a market 
appreciation point of view, are among 
those which have suffered the most in 
the past two years. However, regard- 
less of peculiar or different policies of 
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one kind or another, which may char- 
acterize certain utility companies, 
whether operating or holding compa- 
nies, an analysis and study of their 
origin, past history, management, prop- 
erties, territories and present capitali- 
zation would be necessary before an 
intelligent opinion of the enterprise 
could be rendered. Therefore, it would 
be well to go into these points before 
discussing the most popular point in 
connection with the North American 
Co. from an investor’s viewpoint. 


A Pioneer in Power Industry 


The North American Co. was in- 
corporated under the laws of New 
Jersey in June 14, 1890, a few years 


systems and _ street 
railways in the city of Milwaukee. It 
immediately began to reorganize these 
properties into an electric power and 
lighting system and electrify the street 
railways in order to substitute electric 
motive power for horses. This was the 
first step in organizing the North 
American Co. holdings and the Mil- 
waukee system is still one of the com- 
pany’s subsidiaries. 

This work was followed by the ac- 
quisition and development of many 
properties until today the North 
American Co. is a holding company 
owning four main groups of properties 
which may be called four distinct sys 
tems as follows: 

The Missouri-Illinois-lowa system 
made up of about five operating com: 
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panies serving St. Louis, the surround- 
ing territories and 94 communities in 
the Mississippi valley; the Wisconsin- 
Michigan group made up of about four 
operating companies including the or- 
iginal Milwaukee properties, serving 
Milwaukee, Racine, Kenosha, Water- 
town, Appleton, Iron Mountain and 
317 other communities in Wisconsin 
and the upper peninsula of Michigan; 
the Ohio group consisting of one 
operating company serving Cleveland 
and 133 other communities and the 
District of Columbia group made up 
of about three operating companies 
serving Washington, D. C., and 29 
communities in adjoining sections of 
Maryland and Virginia. These four 
groups are made up of companies com- 
pletely under the control of the North 
American Co. by right of ownership 
of at least 75% of the capital stock. 
In regard to these systems the company 
not only acts as a holding company but 
actually participates actively in the 
management and development of prop- 
erties. Up to the present time the 
management has not only proven to be 
capable in regard to the management 
and operation of these systems but has 
also followed a sound and conservative 
policy at all times. 

In addition to the four systems com- 
pletely controlled, the North American 
Co. has large interests through owner- 
ship of a large block of capital stock, 
of some other valuable utility com- 
panies and systems. However, these 
are considered investments and are in 
no way connected with the four groups 
considered as subsidiaries. These in- 
vestments are principally made up of 
Pacific Gas & Electric Co., North 
American Light & Power Co, and the 
Detroit Edison Co., each of which may 
be called a utility system made up of 
various subsidiaries. It is possible that 


at some future date sufficient additional 
capital stock of these investments may 
be secured to enable the North Ameri- 
can Co. to have complete control and 
operate some one or all of these com- 
panies. All of these properties must 
be considered as better than average 
and although with the exception of the 
Pacific Gas and Electric Co.’s system, 
future growth will not be exceptional 
for any of the companies either con- 
trolled by the company or in which it 
has a substantial investment. This does 
not say that there will be practically 
no growth, because there are very few 
sections in the United States in which 
additional growth of utility services is 
not assured, but means that with the 
exception of the Pacific Gas & Electric 
Co., the other companies will only en- 
joy the growth expected of utilities in 
general. 


Future Development Appears 
Moderate 


Up to this point we find that the 
North American Co. has a background 
dating back forty-two years, which is 
made up of continuous development 
and achievement. We also find that 
the present management has long been 
identified with the operation and man- 
agement of utility enterprises and par- 
ticularly with this company. Further- 
more, there has never been any spec- 
tacular or speculative enterprise identi- 
fied with the company or its manage- 
ment and on the whole its progress 
must be considered sound and conserva- 
tive. The properties it now owns must 
in themselves be considered good and 
well-developed. However, it might be 
well to consider what the development 
will be from this point. While the four 
systems completely controlled by the 
company are excellent, they are so situ- 


ated and developed, and their territories 
are such, that one is led to believe that 
they will enjoy only the growth ex- 
pected of all utility enterprises because 
of the relative infancy of the utility 
industry as a whole. Other than this 
growth there remains only the possi- 
bility of the absorption by these sys- 
tems of adjacent operating companies 
and this would not prove to be as ex- 
ceptionally profitable as the develop- 
ment of new territory as a pioneering 
enterprise. 

Another feature which does not lead 
one to look for an exceptionally large 
increase in profits is the fact that the 
company cannot interconnect its four 
groups economically. On the other 
hand, the Pacific Gas & Electric Co. 
has unusual potentialities for future 
expansion and increased profits by de- 
veloping its present territory and ex- 
panding into adjacent territories. 

While the North American Co. now 
owns about 35% of the voting stock of 
this company it may at some future 
date acquire voting and operating con- 
trol. In either case the company should 
find this a very profitable investment. 
The North American Light & Power 
Co. serves a territory which offers a 
little better than average future possi- 
bilities, although not as great as that 
of the Pacific Gas & Electric. More- 
over the North American Light & 
Power can further develop and inter- 
connect its own system which should 
enable more efficient operation and 
greater profits. If the North American 
Co. takes over any of the three com- 
panies in which it has large interest 
this one would seem the most likely one 
for it to acquire. Recent development 
in the utility field would add to this 
possibility. The Detroit Edison Co. 
has quite thoroughly developed its ter- 

(Please turn to page 755) 
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Bagnall Dam and Hydro-electro Development on Osage River in Missouri. 
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Drug Industry Reveals Unusual 
Resistance to Depression 


Successful Campaigns to Convince Public that Phar- 


maceutical and Other Preparations Are Household 


Necessities 


Enable 


By Ronatp P. Hartwe.i 


Leaders to Maintain 


Profits 








HE drug business has ~ 
T shown lately a capacity 

for resisting depression 
which is indeed remarkable. 
Apparently, come good times 
or bad, tired business men must 
have their tonics and harassed 
mothers their sedatives The 
children, of course, have con- 
tinued to fall down, cut them- 
selves, and upset their little 
tummies just as if the soothing 
of their hurts did not add a 
further strain to a vastly re- 
duced family income. 

Not that the manufacturers 
of the different salves, oint- 
ments, pills, pastes and 
pastilles have allowed any 


of patent cure-alls. 


Investor-interest in the drug industry today is keen 
and substantial and may be attributed entirely to fun- 
damental changes in the industry, its directing per- 
sonnel and its methods. A generation ago it comprised 
two loose groups of privately-owned concerns, one 
engaged in manufacturing and distributing basic 
drugs, the other devoting itself to the manufacture 
Today, with important business 
and financial interests directing the industry it has 
concentrated on the development of special formulas 
for the treatment of specific maladies or conditions, 
has provided the entire public with a smattering of 
pseudo-scientific and medical knowledge, and has 
changed the old-time pharmacy into a retail outlet, 
the management of which requires department store 
technique rather than a diploma. 





drug advertising has tended to 
stress “prevention” rather than 
“cure” and manufacturers are 
frank to recommend that a 
doctor be consulted immedi- 
ately in the case of untoward 
developments, 

As a result of this saner out- 
look, the drug industry con- 
tinues to expand consistently 
and with satisfactory profits 
for almost all the important 
companies engaged in it. 
Drug, Inc., the largest factor 
in the field, succeeded in re- 
porting for 1931 profits but 
8% below those of the previ- 
ous year. Translated into per- 
share earnings the results were 
$5.55 and $6.03 respectively. 





grass to grow under their feet. 
The horrors of pyorrhea, the 
general objection of one’s friends and 
acquaintances to halitosis, and the need 
for a greater cleanliness than can be 
obtained from ordinary soap and water 
are blazoned from every magazine and 
billboard in the country. It is done in 
every way imaginable. In black and in 
white; in colors. Delicately, bluntly; 
nicely, and not so nicely. The radio 
blares it; even the crooners twist the 
slogans into supposedly sentimental bal- 
lads. 

It is fortunate perhaps that the pub- 
lic does not take the possible dangers 
too seriously. If it did, it would die of 
embarrassment before reaching the drug 
store. Nevertheless, there is just enough 
truth in the drug industry's advertising 
to have created a sustained expansion 
in demand. It has carried many drugs 
and proprietary medicines to a point 
where they have hecome a habit and 
in cases a good one. Whereas, in the 
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old days a cut finger was merely thrust 
under a cold faucet, now some patent 
compound is thought to be necessary to 
combat the legions of the invisible 
enemy which, a higher education has 
taught one, are to be found lurking in 
the scratch. So, an ointment, or dis- 
infectant, or something is laid on the 
wound. The enemy is annihilated, 
one’s soul is comforted and, best of all, 
justifiably so. 

Outside of the important part played 
by advertising in the development of 
the drug industry, mention must be 
made of the change in relationship 
with the medical profession. In the 
past, drugs and doctors were thought to 
be irreconcilable rivals. It was a case 
of “drug store” medicine or a doctor. 
Now, however, each supplements the 
other. A doctor has no_ hesitation 
to prescribing a medicine —often a 
patented formula. At the seme time 


This showing was the more 
remarkable in view of the serious diffi- 
culties with which the company had to 
contend. In the first place the tend- 
ency of the general public to curtail its 
purchases everywhere had to be over: 
come by advertising’ and by greater eff 
ciency both in the manufacturing and 
retailing divisions of the business. In 
addition, depreciation in foreign cur’ 
rencies was not without its adverse 
effects. It tended to curtail exports, 
while the necessity for revaluing earn: 
ings and current assets of foreign sub- 
sidiaries in gold dollars resulted in a 
write-off of about $500,000. 

Drug, Inc., however, like other com- 
panies in the field is well-situated finan- 
cially. At the end of last year con 
solidated current assets, which included 
more than $26,000,000 in cash and 
marketable securities, amounted to 
come $61,000,000. Current liabilities 
on the other hand were only slightly 
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in excess of $12,000,000 at the close 
of business on December 31, 1931. 

The Lambert Co. is another organi- 
zation which did comparatively well in 
the face of exactly the same difficulties 
encountered by Drug, Inc. In this 
case earnings for the year 1931 were 
equivalent to $8.20 a share of common 
stock, compared with $9.52 for the pre- 
vious year. While Lambert is, of 
course, a much smaller company than 
Drug, its financial position relatively 
was as good at the end of last year— 
current assets being about five times 
current liabilities. It is interesting to 
note, however, that whereas Drug, Inc., 
carries good-will and trade-marks on 
its books at more than $44,000,000, 
Lambert has written the same items 
down to $1. 


Value of Trade-Marks Is Evident 


Not that Drug’s estimate of its 
trade-marks and good-will can be con- 
sidered excessive. The value of such 
names as ‘Phillips’ Milk of Mag- 
nesia,” ““Fletcher’s Castoria,” “Bayer’s 
Aspirin,” “Three-in-One Oil,” “Dan- 
derine,” “Mum,” “Vick’s Vapo-Rub” 
and dozens of others equally well- 
known is clearly evident. Indeed, on 
the basis of demonstrated earning 
power, they are certainly worth more 
than the book value. Nevertheless, 
Lambert’s “‘Listerine” products and 
“Prophylactic” tooth brushes are also 
not without fame and it is a tribute to 
the company’s conservatism that the 
good-will which attaches to them has 
been written-off. 

Lehn & Fink is another example 
where the depression 


“Hill's Cascara,” “Freezone,” “Jad 
Salts” and ‘“Kolynos” actually suc- 


ceeded in reporting greater per-share . 


earnings for 1931 than were shown in 
1930. The results were $5.52 and 
$5.50 respectively. This showing is 
the more impressive in that the com- 
pany had exactly the same adverse 
conditions, including the foreign ex- 
change problem, with which to con- 
tend. It may be attributed to the fact 
that the company’s products for the 
most part are old-established lines and 
also to its aggressive advertising and 
merchandising policies, to say nothing 
of the fruits of a steady and intelligent 
expansion program carried out over a 
number of years. 

Zonite Products Corp. also affords 
an example where well-thought-out ex- 
pansion has proved beneficial. This 
company, manufacturer of ‘“Zonite” 
antiseptic, ““Forhan’s” toothpaste, ““Lar- 
vex,” a moth-proofing preparation, and 
other products in the same general field, 
reported earnings equal to $1.07 a com- 
mon share for 1931 after taking into 
consideration an unrealized loss on for- 
eign exchange equivalent to about 6 
cents a share. For 1930, 89 cents per 
common share was shown. 

With Parke, Davis & Co. we enter 
a somewhat different field, for this com- 
pany’s activities are almost solely con- 
fined to products pertaining directly to 
medicine or surgery. All kinds of 
drugs, dressings, bandages and plasters 
are made. Reporting for last year, the 
company showed earnings after foreign 
exchange adjustments equivalent to 
$1.29 per common share. In 1930, 
$1.58 a common share was reported. 


In contrast with Drug, Inc., with 
which it has many points of similarity, 
McKesson & Robbins reported a ma- 
terial reduction in earnings last year. 
Only 24 cents a common share was re- 
ported against 96 cents in the previous 
year, a showing it is understood which 
may be attributed to the inevitable diffi- 
culties which follow in the wake of 
great expansion. The company’s line 
is also lacking in the degree of good- 
will which many of its rivals have built 
up for their products. No action was 
taken on the preferred dividend due 
early last month and in view of the fact 
that the company has a considerable 
sum in debentures outstanding together 
with notes payable it would seem that 
its reinstatement depends upon a ma- 
terial and sustained increase in earning 
power. 


Mergers Encounter Usual Difficulties 


Like McKesson & Robbins, Sharp & 
Dohme, Inc., is a product of the great 
merger era which reached a peak in 
1928 and 1929. It, too, undoubtedly, 
has found that there are difficulties in 
consolidation which fail to manifest 
themselves except in depression. It, 
too, is lacking in products whose names 
are established household words. As a 
result, earnings for the past few years 
have drifted steadily lower, the com- 
pany failing to earn its preferred divi- 
dend for last year. 
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From the standpoint of the prospec- 
tive purchaser of common stocks, the 
drug industry presents a fertile field 
tually demonstrated earning power and 
present financial po- 

— sition many of these 
stocks could be said 

| to be definitely cheap. 

| and better established 
Capital | companies Drug, Inc., 
($1,000,000) | is currently selling 
for less than ten times 

last year’s earnings 
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American Home Prod- 
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the other hand, Parke, 

York Curb Exchange 

at $18 a share is ap- 
parently esteemed 
somewhat higher; for 

it is selling at about 

0.181 year’s earnings, to 
yield but slightly 

more than 5% on 
(Please turn to 
page 764) 


0.74 
0,31 














for APRIL’ 2, 1932 


731 





Common Stocks for Income 


and Profit 


Selected by THe Macazine or WAtt Street Staff 


appear safe, and which suggest an eventual substantial 

enhancement in market value, frequently are deterred 
from making commitments by uneasiness regarding the suf- 
ficiency of the information they are able to obtain con- 
cerning individual issues. Often the stumbling block is the 
seemingly excessive yield, which they fear may prove later 
to have been a warning signal. An interesting commentary 
on this phase of investment caution is that when the yield 
is low the same investor is likely to dismiss the issue from 
consideration on the ground that the stock obviously is too 
high. 
It must be recognized of course that even though the in- 
vestor has before him all the available data regarding cur- 
rent and past earnings they are not a gauge of the present 
value of a security, nor a measure of its prospects and possi- 


[: VESTORS in quest of common stocks whose dividends 


bilities. Not that they can be ignored, or considered as of 
minor importance. But they must be interpreted in con- 
nection with other factors, not all of which are determinable 
to one’s entire satisfaction. Among these is not merely the 
future trend of general business, but the trend, volume and 
value of future business in those avenues of industry which 
most directly affect the business and profits of the corpora- 
tion whose security is under scrutiny. 

In presenting the five common stocks succinctly analyzed 
on this and succeeding pages, we have sought to combine 
elements of safety, substantial yield and probability of ulti- 
mate price appreciation, for after all even the most con- 
servative of investors seeks both income assurance and profit 
possibility when he places his funds in common stock. He 
will find both, we feel, in the issues of this group of funda- 
mentally sound, well managed enterprises. 





Per Share Earnings 
$3.02 


business storms is a_ satisfactory 
criterion by which to judge the 
ultimate safety of an investment, then 
the retail organization now known as 
Best & Co., Inc., has met the test with 


[ demonstrated ability to weather 


flying colors. Founded in 1879 by 
Albert Best and James A. Smith as a 
co-partnership, and incorporated in 
1917 under the laws of New York, the 
concern has passed through seven 
major depressions without failure, and 
promises to emerge from’ the present 
trying period in sound financial condi- 
tion. 

With its main store located on Fifth 
Avenue in New York City, Best & Co. 
for years has been nationally known as 
a retailer of fine clothing for children, 
and for its choice lines of general wear- 
ing apparel. in 1929 the company em- 
barked upon a program of expansion 
which has resulted to date in the 
opening of branch stores in three of the 
fashionable suburbs of New York— 
Mamaroneck, N. Y.; Garden City, L. 
I.; and East Orange, N. J.—and in 
four well known seaside resorts—Palm 
Beach and Miami Beach, Fla.; South 
hampton, L. I.; and Asbury Park, N 
J. Last September a branch was also 
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Best & Co., Inc. 
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opened in Boston. The company also 
maintains buying offices in Paris and 
London in order that its customers may 
be supplied with the latest fashions 
from abroad as well as with creations 
originating in New York. A novel 
and especially advantageous feature of 
the branch store policy is that sales of 
merchandise on display at out-of-town 
stores are, for the most part, filled from 
stock carried in New York. This 
avoids any burdensome duplication of 
inventories, conserves working capital, 
and accelerates the rate of merchandise 
turnover. During the fiscal year ended 
January 31, 1931, for example, the 
latest year for which full financial re- 
turns are available at present writing, 
inventories of $1,354,000 were turned 
nearly once a month, on an awerage 


Starting with $2.09 per share in 


Current Yield 
10.5% 


1925, earnings have increased con: 
sistently each year until the fiscal year 
ended January 31, 1931, when a maxi- 
mum of $4.15 was reported. Similar 
growth has been experienced .in the 
volume of net sales, which rose from 
9.8 millions in the 1925 fiscal year to 
15.1 millions in 1931. During the 
year just closed, however, the generally 
unsatisfactory trade conditions with 
which other concerns have had to con: 
tend affected the operations of Best & 
Co. to some extent, so that net sales 
fell: off 8.4%. Inventory losses and 
rather heavy expenses incident to the 
opening of five new stores during the 
year militated, however, against a pro 
portionate scaling down of expenses; 50 
that earnings applicable to the 300,000 
shares of no-par common stock declined 
26.7% to $3.02. 

The current dividend of $2 on the 
common stock was earned last year by 
the comfortable margin of 50%, and 
reduction in the rate seems unlikely 
unless business conditions should prove 
to be much worse this year than they 
were a year ago. The company has no 
bank loans nor funded debt, beyond 4 
first mortgage of less than a million on 
its Fifth Avenue property, which was 
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renewed last year; and the only issue 
ahead of the common stock is 2,400 
shares of $100 preferred, all owned by 
employees, which is entitled to divi- 
dends of at least 6%, and now pays 
8%. By the end of January 31, 1931, 
cash had dropped to 231 thousands, as 
compared with 463 thousands the year 
before; but it was reported last No- 


Per Share Earnings 
$3.71 


HEAT foods are cheap and 
W nutritious, and when public 

buying power is curtailed, 
bread and cereals are the last items to 
be reduced in the family budget. 
Benefiting from this situation, General 
Mills holds its volume of business 
around last year’s levels. 

Organized as a consolidation of lead- 
ing mills and elevators in 1928, the 
company is the largest flour milling en- 
terprise in the world and has a produc- 
tion capacity of 88,700 barrels of flour 
daily. Terminal and elevator facilities 
are sufficient to store 46,062,500 
bushels of wheat. Products are dis- 
tributed throughout the world, the 
company doing its own forwarding and 
foreign banking, with outlets in some 
90 countries. The export trade has 
held up surprisingly well, considering 
the world-wide commercial unsettle- 
ment. 

In common with the other great mill- 
ing concerns, General Mills refrains 
from speculating in the Wheat Pit, and 
uses the futures market for actual hedg- 
ing only. Thus, the income account is 
independent of the fluctuations in 
wheat, affording a high degree of sta- 
bility in periods such as the past two 
years. 

The company’s fiscal year ends May 
31, and no interim earnings are pub- 


Per Share Earnings 


$1.85 


Dominion Stores, Ltd., in the 
Canadian food distributing ‘field 
is convincingly demonstrated in the 
1931 report of this chain store enter- 


T's entrenched trade position of 


prise. In a period of declining food 
prices and the practice of economy by 
consumers, this company showed a 
4.4% gain in dollar sales, a much 
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vember that the cash position had been 
improved by a reduction of 30% in 
inventories, and it is also stated that 
current assets on January 31 of the 
present year amounted to approxi- 
mately six times the company’s current 
liabilities. 

With any pick-up in trade, the earn- 
ings of Best & Co. should improve 
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lished. In the 1930-1931 year, net was 
equal to $3.71 a share on the 668,536 
shares of common stock outstanding, 
compared with $4.57 a share in the 
previous year. The company also has 
outstanding 235,444 shares of $6 pre- 
ferred stock. There is no funded debt. 

The decline in earnings in the 1931 
year was officially attributed, in part to 
increased advertising and sales develop- 
ment expense on the growing line of 
packaged goods, and in part to govern- 
mental operations in the grain market. 
While tonnage held up well, dollar 
sales dropped 25% to $122,746,136, 
while total net of $3,869,665 was off 
only 15% from that for the 1930 year. 

The stability of General Mills’ ton- 
nage sales, promising equally stable in- 
come as flour prices steady, is the first 
reason for the belief that 1931-1932 
earnings are holding near last year’s 
level. 

Another cogent reason is the ag- 
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Dominion Stores, Ltd. 


Dividend Rate 
$1.20 


Recent Price 


15 


larger increase in tonnage sales, and 
earnings of $522,631 against $519,907 
in 1930. The common stock, sole 
capital liability of the enterprise, was 
increased to 282,382 shares during the 
year from 277,715 shares at the end of 
1930, so that share earnings stood at 
$1.85 compared with $1.87 in the pre- 
vious year. 


rapidly, and the common stock, in addi- 
tion to its exceedingly liberal yield, 
should eventually prove to be a profit- 
able long pull investment; though new 
commitments here, as in other instances, 
should be made with general market 
prospects in mind, since the stock will 
naturally rise and fall with the rest of 
the list. 


Current Yield 
8.6% 


gression of the company in develop- 
ing such package foods as “Wheaties,” 
a breakfast food; ‘“Softasilk,” a cake 
flour; and “Bisquick,” a biscuit flour 
that requires only the addition of water 
or milk before baking. The company’s 
principal flour, “Gold Medal” is widely 
known. It is definitely stated that sales 
of package foods have been increasing 
in the current fiscal year, and in these 
lines lie the most interesting possibili- 
ties for new expansion of the com- 
pany’s earning power. 

The $3 annual dividend rate, com- 
fortably covered by earnings, is further 
supported by a study of the last bal- 
ance sheet, dated May 31, 1931. Cur- 
rent assets of $30,762,827 included cash 
of $10,895,981 against total current 
liabilities of $5,161,019. There were 
no bank loans, an item of $3,000,000 
for this account having been entirely 
liquidated during the year. 

While no rapid growth of sales and 
income is to be anticipated in the early 
future, the way to gradual and main- 
tained gains is pointed by the careful 
cultivation of consumer preference for 
well advertised trade brands. Await- 
ing this growth, the investor receives a 
liberal income yield, protected by the 
conservative policies of experienced 
management, and by the universal need 
for daily bread. 


Current Yield 
8% 


The company has pursued a generous 
dividend policy, paying $1.20 a share 
annually. Starting with the January 
distribution this year, payments are 
made in United States funds, assuring 
American stockholders of the full 
dividend at the stated rate, and afford- 
ing Canadian holders a bonus equal to 
approximately 10% at current ex- 
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change. The stock at 15 is thus selling 
to yield 8% on the rate which is 
reasonably well protected by stable 
earnings and a sound balance sheet 
position. The 30-cent extra dividend 
paid in January was from surplus and 
represented a partial refund of money 
secured through the sale of additional 
stock for expansion purposes in 1929. 
The premium on United States funds 
13 likewise charged to surplus. The 
character of the management is seen in 
this action to return to the stockhold- 
ers funds which cannot be profitably 
employed at once in extending the sys- 
tem. 

Not that the company does not pos- 
sess expansion potentialities that many 
an American store chain might well 
envy. At the end of last year, Do- 
minion had 569 stores, mainly located 
in Ontario and Quebec. However, 
there were 33 stores in the Maritime 
Provinces, invaded for the first time 
two years ago. Successful operations 
there indicate the further possibilities 
of this territory. To the west lies the 
untapped purchasing power of the 
grain provinces and the Pacific Coast 
although it appears unlikely that the 


Per Share Earnings 
$1.34 


N 1906 the Frank G. Shattuck Co. 
began business with one restaurant 
in Syracuse and two in New York 

City. During the ensuing twenty-six 
years it has pursued consistently a 
policy of gradual expansion, financed 
in large measure out of earnings, until 
it now operates 37 restaurants in 
New York City; 5 in Boston; 3 in 
Syracuse; and 1 in White Plains, N. Y. 
In addition, the company owns fac- 
tories in New York City, Boston, and 
Syracuse, for the manufacture of con- 
fectionery, ice cream, and bakery prod- 
ucts. Its largest, and one of the new- 
est, restaurants was opened last April 
in the Chrysler Building, New York 
City, where it occupies two floors and 
seats 800 patrons. During the coming 
year it plans to open units in Philadel- 
phia, Newark, and other cities not far 
from the New York metropolitan area. 
In 1929 the company acquired W. F. 
Schrafft & Sons Corp., makers and sell- 
ers of chocolates, and formed a Cana- 
dian subsidiary. Today all of its restau- 
rants, which also dispense soft drinks 
and confectionery, operate under the 
name, “Schrafft’s.” 

Per share earnings have increased 

consistently from $0.53 in 1923 to 
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constructive conservatism of the man- 
agement will turn westward until the 
opportunities of the present field have 
been fully cultivated. In this way, the 
risks of overexpansion are minimized 
and no undue strain is thrown upon 
the working capital and dividend posi- 
tion. 

Over the next few years, Canada 
will become an increasingly fertile field 
for chain-store systems which, by their 
very nature, thrive upon the grouping 
of the population into urban centers. 
Current business conditions have tem- 
porarily checked the movement to the 
cities but the establishment of new 
Canadian industries and the venturing 
of subsidiaries of American concerns 
across the border to seek Canadian 
markets, continue. 





Frank G. Shattuck Co. 


Dividend Rate Recent Price 
$1.00 1l 
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$2.60 in 1929, and the company’s com- 
mon stock rose in 1929 to an all time 
high of 97. During the past two years, 
however, the diminished purchasing 
power of Schrafft’s patrons, in con- 
junction with the company’s failure to 
cut expenses, has brought about a 50% 
reduction in earnings applicable to the 
common stock. Thus it is reported that, 
while the number of meals sold in 1931 
was slightly in excess of those served in 
1930, the average check dropped from 
80 cents to 65 cents. Upon compari- 
son of operating results in 1931 with 
the best year, 1929, we find that, while 
net sales fell off 4.2 millions, the 
cost of sales declined only 2.9 mil- 
lions, while operating expenses ac- 
tually increased by 270 thousands. 
The situation was aggravated by a 
drop of 157 thousands in income from 


[t is true that dollar sales have 
dipped moderately thus far in 1932, 
extending a movement in evidence 
through the latter part of 1931. In 
the nine weeks ended February 27, 
dollar sales were off 6.7% from the 
first nine weeks of 1931, while in the 
four weeks ended February 27, the 
decline from the corresponding 1931 
period was 7.7%. A slight firming up 
of provision prices would reverse this 
trend, however. 

At the close of 1931, the company 
was operating 107 meat markets, find- 
ing these profitable in themselves, as 
well as business-getters for the grocery 
departments. Where it is practical to 
introduce these meat markets, sales per 
store can be built up without a corre- 
sponding increase in overhead. 

Canadians, as do their southern 
neighbors, like the advantages of the 
chain store. Their population is in- 
creasing and their cities are growing, 
which means a larger appetite for 
groceries and meats. Dominion Stores 
has won and held a dominant place as a 
purveyer of these necessities, and under 
the guidance of its present manage- 
ment should continue to grow. 


Current Yield 
9.1% 


other sources; so that profits remaining 
for the common shrank to 1.71 millions 
in 1931, from 3.36 millions in 1929. 

The company enjoys a strong finan- 
cial position, which has not been im- 
paired by the decline in earnings dur- 
ing the past two years. Working capi- 
tal at the end of 1931 amounted to 6.69 
millions compared with 6.49 millions in 
1929. About a third of this is in cash 
and U. §. Government bonds. There 
are no bonds nor preferred stock ahead 
of the 1,276,000 shares of no par com- 
mon stock outstanding and the com- 
pany has no bank loans. Real estate 
mortgages amounting to 2.28 millions 
are 280 thousands less than at the end 
of 1929. At the annual meeting, held 
March 23, stockholders approved a 
proposal to write down good-will to 
$1 from its present valuation of 4.85 
millions, the reduction to be offset by 
a corresponding reduction in the stated 
value of the capital stock. 

The present quarterly dividend of 25 
cents a share has been paid regularly 
since 1926, and an extra of 50 cents 
was disbursed in January, 1931. While 
the present dividend was earned last 
year by a fair margin, and the company 
naturally takes pride in maintaining @ 
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rate that has been in force for over six 
years, it would appear to be not al- 
together improbable that some reduc- 
tion might have to be considered in 
the event of further serious decline in 
earnings, especially in view of the fur- 


ther expansion contemplated. On the 
other hand any improvement in gen- 
eral business conditions would un- 
doubtedly find reflection in enhanced 
earning power. As a long pull invest- 
ment, the common stock appears to 
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possess possibilities of ultimate profit; 
and yet it might be prudent to await 
further developments before making 
new commitments, since the company’s 
progress can be readily determined 
from its quarterly reports. 


United Biscuit Co. of America 


Per Share Earnings 
$3.71 


HILE United Biscuit Co. of 
America is the smallest of the 
“Big Three” national dis- 


Dividend Rate Recent Price 
$2.00 24 
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Current Yield 
8.3% 


the end of 1929. Inventories are down 
from $1,935,000 in 1929, to $1,462,- 
000 in 1931. Receivables have been re- 


duced by $307,000 in two years, and 
now stand at only $1,191,000. The 
company has no bank loans; accounts 


tributors of biscuits, crackers, cookies 
and cakes, the company’s earnings dur- 
ing two years of depression have held 





up better than those of its nearest com- 
petitor, Loose-Wiles, and have declined 
only slightly more than those of the 
giant National Biscuit Co. Incor- 
porated in 1927 as a holding company, 
the United Biscuit has expanded its 
activities rapidly. It now owns sub- 
sidiaries which operate 15 large baking 
plants and 40 warehouses in Cincin- 
nati, Columbus and Toledo, Ohio; 
Fargo, N. D.; Sioux Falls, S. D.; Den- 
ver, Colo.; Chicago, Ill.; St. Louis, 
Mo.; Grand Rapids, Mich.; Milwau- 
kee, Wis.; Pittsburgh and Philadelphia, 
Pa.; Buffalo, N. Y.; Salt Lake City, 
Utah; and Nashville, Tenn. A sub- 
sidiary in Chicago manufactures all 
the company’s cartons. Products are 
distributed throughout the United 
States, in bulk and in package form, 
under the general trade name of 
“Supreme Bakers,” and locally under 
‘the trade names of various subsidiaries. 

Per share earnings of the present 
company and its predecessor have in- 
creased each year from $1.66 in 1924 
to a maximum of $4.39 in 1929, in 
which year the common stock rose to a 
record peak of $60 a share. Gross 
profits have declined only 6.3% during 
the two years of depression, though net 
income applicable to the common (ow- 
ing to the inflexibility of overhead and 
prior charges) fell more than 20%. In 
the meantime, however, the company 
has purchased 34,000 shares of its own 
stock in the open market, so that per 
share earnings of $3.71 in 1931 on the 
remaining 450,000 shares outstanding 
reflect a decrease of only 16% from the 
1929 peak. 

The company’s balance sheet dis 
closes a strong financial condition, 
with net working capital of $2,769,000 
which is slightly in excess of the 
amount reported at the end of 1929 
Cash and Government bonds at the end 
of 1931 came to $796,000 against $644, 
000 in 1929. There are $3,360,000 in 
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6% debenture bonds outstanding, due 
in 1942; which is $320,000 less than at 


payable amount to only $241,000. 
Aside from the debentures, the only 
issue ahead of the common stock is 
15,200 shares of $7 cumulative pre- 
ferred, upon which dividends have 
(Please turn to page 754) 











ing their selections from this list. 


Div. Rate 
$ per Share 


Norfclk & Western 
Union Pacific 
Atchison, Top. & 8. Fe 


Pacific Gas & Elec, Ist 1% (0) 
So. California Edison ‘‘B’’.... 1% (C) 
Public Service of New Jersey. 8 (0) 
New York Steam © 6 (C) 
New York Steam Corp (C) 
North American Co (C) 
North Amer. Edison (C) 
Buffalo, Niagara & Eastern Pr. 1.6 (C) 
Philadelphia Oo. 8 (C0) 
Amer, Lt. & Traction 1% (C0) 
Columbia Gas & Electric ‘‘A’’ 6 (C) 
American Water Works & El. 6 (C) 
United Corp. 8 (C) 
National Pr. & Light 6 (C) 


Procter & Gamble (2nd) 
du Pont (E. I.) de Nemours 
de 


b, 
Stand. Brands, Inc., Cum. A.. 
Allied Chem. & Dy 
Diamond Match 
Hershey Conv. .....++.-.+e-5- 
Mathieson Alkali Works 
Colgate-Palm.-Peet 
General Mills 
Commerc, Investm, Trust Ist. 6% 
General Cigar 7 
Lorillard (P.) Co. 
International Nickel 
Curtis Publishing 


C—Cumulative. 
(a) After Feb. !, 


N—Non-cumulative. 
1984, {On combined 








Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 


Railroads 


-—Earned $ per Share—, Redeem- Recent Yield 
1928 1929 1980 


133.73 
46.32 
40.21 


Public Utilities 
4,24 
3.28 


Industrials 


185.59 
69.06 


§ Earned on all pfd. stocks. 
preferred. 


able Price % 
188.50 No 76 
41.30 No 65 


49.18 30.08 No 179 


4.57 
3.61 


td 
SaSA SS 8 


ESSE s 
& SBSSRESSRSSeR 


OP PWM AIIAIRAAAAM 
A HARODRwBUTYDOS 


all sad 


50,22 


= 


bd 
Co) 


151.75 178.16 
78.54 
120.41 
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AMERICAN CAN 





What’s Ahead for “Can”? 


Market Recovery Hampered by Current Down- 
swing in Profits Although Long-Term Outlook Is 
Favorable— A Stock for Investors to Watch 


market come and go and there 

is little assurance that the 
leaders of today will necessarily be 
the leaders of the future. Yet some 
of these aristocrats are unquestion- 
ably destined to retain an excep- 
tional measure of investment merit 
and, hence, constitute, at the quo- 
tations of extreme depression, an at- 
tractive field of exploration for the 
discriminating buyer. Such an issue 
is the common stock of the Ameri- 
can Can Co. 

To the younger generation of 
Wall Street, “Can” may seem a land- 
mark of the market, yet only ten years 
ago it was a non-dividend payer and a 
more or less radical speculation. As 
late as 1925 investors had no extraordi- 
nary amount of confidence in it, for it 
habitually sold at a very moderate ratio 
of earnings. Then came the boom and 
a quotation of 1844, for “Can,” or 
approximately twenty-three times the 
then existing earning power. 

How different the present picture! 
The stock can be bought for approxi- 
mately one-third of its bull market 
peak. The recent price of 65 is ap- 
proximately ten times average earnings 
of the last five years and slightly more 
than twelve times the depressed earn- 
ings of 1931. Plainly, “Can” has de- 
scended out of the “Blue Chip” class, 
so far as market valuation is concerned. 


T's: “Blue Chips” of the stock 


Still a Blue Chip in Industry 


Unlike certain other speculative fa- 
vorites which were swept up to un- 
warranted levels in 1929, however, 
“Can™ did have a solid basis of invest- 
ment merit underneath and this it still 
has. Deflation has brought its quota- 
tion nearer and nearer that level and 
nothing has happened to change its 
logical prospect of future progress. In- 
dustrially, the enterprise must still be 
.. ranked as a “Blue Chip.” 
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Highlights of American Can 


No funded debt. 
Strong competitive position. 


Relatively stable product demand. 


Probability of long-term growth. 
Stable price relationships. 
Excellent management. 








Like United States Steel, American 
Can was an infant prodigy of that re- 
markable era of trust building launched 
in this country some three decades ago. 
At the time it could fairly have been 
criticized as a stock promotion of at 
least doubtful merit, but years of real 


profits have long since squeezed out the 


original water and the results testify 
conclusively either to the remarkable 
luck or the remarkable vision of those 
who in 1901 gathered together some 
sixty scattered manufacturers of tin 
containers and assembled them into the 
corporation known ever since as Ameri- 
can Can. 

It was in much this fashion that 
United States Steel was formed. In- 
deed, the two companies were incor- 
porated within one month of each 
other. Both were and are sponsored by 
the same dominant banking interests. 
The common stocks of both for some 
years kicked around at low prices as 
earning power and financial strength 
were built up from within on the solid 
progress of capable management. From 
the start “Can” was a chief customer 
of “Steel” and today buys approxi- 
mately 75% of its tin plate from this 
source. 

Between the company of today and 
that of thirty years ago is a far cry. 
Some 100 factories were acquired and 
many such acquisitions were necessarily 


negotiated on costly terms. Stories 
are told of various plants bought at 
prices several times their replace- 
ment value. That the desire to les- 
sen competition was an original mo- 
tive is suggested by the fact that 
within two years of the company’s 
incorporation about two-thirds of 
these plants were closed. The pic- 
ture was one of poorly co-ordinated 
organization, watered stock and top- 
heavy capital structure. In 1908, 
seven years after the enterprise was 
launched, the stock could have been 
bought for as little as $4 a share, the 
equivalent of less than $1 a share on 
present stock. 


Paid First Common Dividend After 
22 Years 


For years the preferred shareholders 
of “Can” were none too sure of their 
dividends, and the original common 
stockholders had to wait twenty-two 
years for dividends, distribution at $5 a 
share having been begun in 1923. Dur- 
ing this long interval, however, the 
company was steadily making progress 
in manufacturing efficiency and in 
otherwise intrenching its competitive 
position. It earned millions of dollars 
and regularly plowed back the bulk of 
its profits into the business. 

By the time “Can” inaugurated com- 
mon dividends, it had attained a vir 
tually impregnable position. Even then, 
however, it began to pay out only a 
moderate proportion of its earnings to 
shareholders and continued its heavy 
program of building for the future. In 
the past eleven years approximately 
$76,000,000 out of profits have been 
re-invested in plant additions and im- 
provements, the company at no time re- 
sorting to outside financing of any kind. 

American Can is the largest can 
manufacturer in the world, producing 
approximately 459% of. the total do- 
mestic output, or three times the vol- 
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yme of the Continental Can Co., next 
nnking competitor. Its products may 
be divided into two general classes, 
namely, packers’ cans and general line 
cans. Packers’ cans, as the name in- 
dicates, are used for the preservation of 
fruits and vegetables chiefly, and ac- 
count for 55 to 60% of the company’s 
ales. They are made in standard 
shapes and sizes. 

General line cans are made in a great 
variety of shapes and sizes and are used 
as containers for an almost unlimited 
number of articles. This branch of the 
business, it need hardly be said, is sensi- 
tive to fluctuations in general economic 
conditions and is believed to account 
for a substantial part of the recession 
in the company’s earnings during the 
last year. 

Packers’ cans, on the other hand, 
offer a much more stable demand, since 
perishable foodstuffs must be canned in 
season. ‘There is, of course, some vari- 
ation, due both to general economic in- 
fluences and to crop uncertainties, but 
the hazard of dwindling demand for 
packers’ cans in depression is a rela- 
tively small one. 

The company’s forty-eight plants are 
located with a wide and advantageous 
geographical diversification, for toma- 
toes must be canned in Maryland, peas 
in Wisconsin, corn in Illinois, fruit in 
California, salmon in the Northwest 
and pineapple in Hawaii. Thus a 
filure in one 


strength rather more than points of 
weakness, for everything in the com- 
pany’s career suggests a policy of the 
utmost conservatism. For years it has 
annually made a charge of $2,000,000 
for depreciation, the fixed amount ob- 
viously having no very direct relation 
to plant values, which have increased 
greatly. Yet this policy may be, and 
probably is, amply conservative, for the 
company’s demonstrated program is 
one of maximum efficiency in current 
maintenance. 

The industry possesses certain basic 
advantages, perhaps the chief of which 
is that no “saturation point” is in 
prospect. Whenever a can is opened, 
it is thrown away, creating a replace- 
ment market. The use of cans has in- 
creased much faster than the rate of 
population growth in this country, pro- 
duction of canned foods, for example, 
increasing. some 400% in twenty-five 
years. This growth has been due in 
part to the increase in urban popula- 
tion in this country in the last thirty 
years, to development of chain stores, 
to the popularization of packaged goods 
rather than bulk goods and to the im- 
proved quality of canned foods. 
Whether future growth can be counted 
upon at the rate of recent years is con- 
jectural, but at any rate there is no 
sign yet of a reversal of the uptrend. 

The industry also is protected by our 
tariff, which effectively shuts out for- 


hardly be emphasized that the absence 
of any general price problem is a boon 
enjoyed by few industries. 

Because of its size, strength and 
efficiency, the investor in “Can” need 
have no fear of competition from other 
can companies. Nor does the ever- 
present threat of product competition 
loom very large. Glass containers are 
the chief competitors with cans, but 
there is no reason to expect they will 
enjoy any more favor in the future 
than at present. Weight and breakage 
are against glass. Visibility is in favor 
of it, but this factor appears to become 
of less importance as the _ public, 
through advertising, acquires more con- 
fidence in national brands of canned 
goods. 

Synthetic compounds may or may 
not supply the container of the future, 
but the research department of Ameri- 
can Can is alive to any such possibility. 
Several years ago the company co- 
operated with the Eastman Kodak Co. 
in experiments with a cellulose con- 
tainer, but abandoned the effort after a 
thorough trial. The company on its 
own behalf has developed a fiber con- 
tainer. It has also made many im- 
provements on the regular tin can, 
notably in developing the “C-Enamel” 
can, in which food can be left, after 
opening, without spoilage, and in which 
the lining of the-can is not affected by 
acid contents. 

Although 
“Can’s” business 





crop Or one sec- 
tion will usually 
be countered by 
larger demand 
for packers’ cans . 
in another  sec- 
tion. 

Thorough an- 
alysis of “Can” is 
dificult, for in 
respect to full 
publicity it has 
lagged far behind 
other great com- 
panies. It does 
not issue quar- 
terly reports. Its 
annual report is 
not audited by in- 
dependent ac- = 
countants, and it -- 
contains neither 
sales figures nor 
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AMERICAN CAN 


COMMON STOCK PRICE RANCE 


| EARNINGS PER SHARE OF COMMON 


CASH DIVIDENDS 


HE NO CASH DIVIDENDS PAID FROM 1919 [0 1922 


COMPANY 


PRICE RANGE AFTER 4-FOR-I SPLIT & 50% D 


is not depression- 
proof, it is to a 
notable degree de- 
pression-resistant. 
This is clearly re- 
flected in the 
trend of earnings. 
Net profits in m # 
difficult year 
1931 amounted 
to $15,529,579 or 
$5.11 per share 
on the 2,473,998 
shares of common 
stock outstanding. 
This compares 
with record earn- 
ings of $22,883,- 
940, or $8.08 per 
share, in 1930; 
and with $22,- 
724,802, or $8.02 
per share, in 
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detailed operating 
statistics. It can 
be surmised, however, that the com- 
pany makes approximately 4 billions of 
cans annually and that in recent years 
its gross volume must have been in ex- 
cess of $100,000,000 a year. 

It also appears a safe conclusion that 
the lack of detailed information in 
“Can’s” reports obscures points of 
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eign canned goods, with few exceptions. 
One other important factor makes for 
financial stability and that is that the 
price of cans is based directly upon the 
price of tin plate. Both the basic ma- 
terial and the product are usually con- 
tracted for a year ahead, thus avoiding 
unsettling price fluctuations. It need 


1929. Earnings 
were $6.86 per share in 1928; $4.11 in 
1927; and $4.39 in 1926. 

Thus, American Can’s 1931 earnings 
were, roughly, at the average of 1926, 
1927 and 1928. This is a record of 
depression stability that can.be matched 
by very few companies in any industry. 

(Please turn to page 763) 
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Mail Order News 


It is not often that the two most im- 
portant companies in a certain field de- 
cide upon diametrically opposed policies 
at the same time. Yet, here is Sears, 
Roebuck busily prefecting plans for fur- 
ther expansion of retail stores, while 
Montgomery Ward is just as busily 
closing up outlets. The former is to 
open three new million-dollar stores in 
the New York metropolitan area, one 
in Brooklyn, one in Union City, N. J., 
and the other in Hackensack, N. J. 
Each will be three-stories high with 
basement and there will be a park- 
ing space for automobiles adjoining. 
Indeed, in general design the new 
stores will closely approximate the com- 
pany’s present store at Newark, N. J. 

On the other hand, it was officially 
stated at Montgomery Ward's last 
annual meeting that the company was 
considering closing several more of its 
chain stores. The Chicago department 
store has already been converted into a 
bargain outlet for the sale of merchan- 
dise from closed stores. 

From the stockholder’s standpoint 






For Profit 


these developments are of the greatest 
interest, for they can hardly fail to have 
an important bearing on the value of 
his commitment. Montgomery Ward 
having tried retail outlets has appar- 
ently discovered that they are an ex- 
pensive failure. Is Sears, Roebuck go- 
ing to be any more successful? 


* ** * 


Cuban Bonds 


Whether they be the government's 
obligation, or that of a corporation or 
individual, interest on Cuban bonds in 
the ultimate analysis must come mainly 
from sugar and in a smaller degree 
from tobacco. With sugar selling at 
the lowest price in its history and the 
sale of fine tobacco products sharply 
curtailed by the decreased purchasing 
power of the world and aggravated by 
tariffs and other restrictions, it is small 
wonder that Cuba is having a hard time 
to maintain its credit. The govern- 
ment’s revenue has been falling steadily 
for some years and, while new taxes 
have been imposed to say nothing of 
economy efforts, the gap between in- 


come and outgo has tended to widen. 
As for the individual, he is if anything 
in a worse condition, for not a few 
businesses have been operated at a loss 
for so long that the limit has about 
been reached. Although Cuba is suf- 
fering no more than other producers 
of raw materials dependent upon a for- 
eign market, it would seem that a re- 
versal of the factors causing the present 
state of affairs is necessary for perma- 
nent improvement. That is to say, bet- 
terment in Cuban securities rests in the 
long run upon higher prices for sugar 
and tobacco. 


$s 
Packers Profit from Inventories 


Last year was a disastrous one for 
the meat packing industry. Prices 
dropped precipitously, narrowing profit 
margins, and leaving most companies to 
make staggering inventory adjustments 
at the end of the year. Recently, how- 
ever, meat quotations have risen 
sharply with the result that inventories 
must have appreciated materially. 
Should the movement continue even 











One-Line Analysis of Common Stocks in this Issue from The 


Information as of 

























































































Ticker | List-| Rat- Funded Shares paveneres 

Company ym ed | ing Business Debt Outstand- Par Record 

ing Rate |Payable| pate 

1 | American Can....... a habe AC N Bl | Tin container mfg............. None 2,473,998 25 4.00*| g-2/15 2/2 
2) Atlantic Coast Line.......... AX N C2 | Southern carrier............... 153,400,000 813,427 100 4.00 |sa-1/1 12/11 
3 | Beech-Nut Packing.......... N A2 | Confec. & food prod........... None 446,250 20 3.00 | q-4/1 3/12 
SS Serr N Cl | Apparel retailers.............. 950,000-M 300,000 No 2.00 | g-3/15 2/25 
5 | Delaware & Hudson......... N C2 | Anthracite carrier............. 70,000,000 515,735 100 9.00 | g-12/21 11/27 
6] Dominion Stores, Ltd N B3 | Canadian chain grocery 99,00 217,715 No 1.20*) q-4/1 3/15 
71 General Mills....... N C2 | Flour & cereal products None 673,444 No 3.00 | g-2/1 1/15 

8] Gold Dust.......... N A2 | Foods, soaps, polishes.......... 4 None 1,788,052 No 2.50 | g-2/1 1/9 

9] Jewel Tea Co....... : N B2 | Grocery wagon routes.......... None 280,000 No 4.00%] g-4/15 4/1 
10 | Johns-Manville.............. N C2 | Asbestos products. ............ WS None 750,000 No 1.00 | q-1/16 | 12/26 
11} 1] SS errr N | BI | 5-and-10-cent chain............ "18,686,242 5,517,929 10 1.60 | g-3/31 3/11 
12 i N | B2 | Tobacco products............. 33,679,150' 1,909,160 No 1.20 | g-1/2 12/15 
13 C | B2 | 5S cents to $1 chain............ 6.743.000 395,314 No 1.10 | q-1/1l 12/16 

14 N | Bl | Utility holding co.............. 326,014,010 6,497,582 No [109% stk.| q-4/1 3/5 
15 N C2 | Oil and natural gas............ 32,053,000 4,165,129 INO: Bik cnbode secur ts) 0s 0cae< 
16 N | Cl | Restaurant & candy chain...... &2,198,000-M| 1,275,732 No 1.00 | g-1/1l | 12/21 
17 N | B2 | Crackers and biscuits.......... 3,360,000 450,325 No 2.00 | g-3/1 2/16 

18 N | Cl | Electrical manufacturing....... None 2,586,341 50 2.50 | g-1/30 1/8 

M—Mortgages. *—Zxtra payments also made additional to regular dividend. stk—-Stock dividend. 
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The Stockholder 





and Income 


upon a very moderate scale the packers 
will experience a year almost incom- 
parably better than last. Unfortunately, 
however, the rise in meat prices may 
prove to be no more than the flash-in- 
the-pan of other recent price increases. 


* * * 
Winter Reduces Its Bill 


As the sun comes back north across 
the equator, and stores advertise their 
spring merchandise, business men are 
reckoning the effects of the mild winter. 
It was indeed a semi-Floridian season 
north of the Mason and Dixon Line. 
Communities that normally rely upon 
harvested lake and river ice must turn 
to the artificial product; and the cloth- 
ing trade reports a sharp contraction in 
their sales, as balmy days made the 
need for warm apparel less pressing. 
The anthracite industry had little for 
which to be thankful as high tempera- 
tures, aided by general conditions, car- 
ried 1931 sales 13.5% below those of 
1930, and 18.7% below those of 1929 
and no improvement has been evident 
in the first normally cold months of 


1932. The Detroit Edison Co. cal- 
culates that one degree’s difference in 
temperature makes a difference of 
nearly $10,000 a month in steam sales, 
and a corresponding effect is felt by 
steam systems elsewhere. Automobile 
radiator anti-freeze mixtures suffered 
a sharp curtailment in demand and 
there was less need for non-skid acces- 
sories. On the other hand, railroads 
and bus lines, as well as municipalities 
saved substantially on their mainte- 
nance of way budgets, and pleasant 
driving weather held up the motorist’s 
gasoline bill. What the plumbers lost 
from the lack of frozen pipes, the 
garage men gained on automobile re- 
pairs. All in all, however, it would 
seem that the consumer has entered the 
new season with a rebate on his usual 
bill to winter. 


* * * 
Interesting But Unlikely 


Reports are coming to hand of mak- 
ing the oil industry a public utility. If 
this were done it is contended that 
regulation and price-fixing would auto- 


’ perfected yet another new car. 














matically be in the hands of a commis- 
sion and therefore that the anti-trust 
laws which preclude a return to sanity 
in the industry would no longer be op- 
erative. While it is admitted that some- 
thing is badly needed to curb the over- 
production and cutthroat competition 
which is now so prevalent, it is to be 
doubted whether the best interests of 
either the oil industry itself or the pub- 
lic would be served by admitting defeat 
and submitting to governmental regu- 
lation. 


* * * 


A New Railroad Car 


The General American Tank Car 
Corp., which has been so successful in 
bettering its business through the de- 
velopment of special containers, has 
Its 
object is the transportation of dry 
granular commodities in bulk and the 
company expects a future for it com- 
parable to that enjoyed by its cars for 
transporting liquids. The great poten- 
tialities of the new car can be realized 

(Please turn to page 763) 
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as of | March 26, 1932 
s EARNINGS PRICE RANGE Recent [aon = 
Record Annual Interim 1931 1932 Split-up See Comment 
or 1929) 1930 | 1930 | 1931 | High Low High Low |orStk.Div-| Page . — 
8. J K : 733 RS Ws ee eg gist 736 Tin plate orders nearly equal to last year’s 
12/11 40a ed o Sede 3 tase 130” 2” 41 as" esol eck, aha ack 726 Net operating income off two-thirds from °31 
3/12 6.03 | 5.52 5.52de| 4.75de| 62 37% 3 3914 [5% 12/12/29) 755 | Strong co. with net well sustained Ist quar. 
2/25 6.5%ja| 4.15ja| 4.15ja| 3.02ja| 46 19% 24% 1914 | 2:1 10/1/29] 732 | Net off slightly but dividend well covered 
11/27 15.14 9.10 N.F. | 0.73se9 | 157% 8914 Oo al SRR OR ree 747 Traffic decline almost eliminates earnings 
3/15 2.17 1.91 1.9lde| 1.85de 24 ll 18 13 2% sa 733 Volume sales holding up well Ist quarter 
1/15 4. St Pare 133 Dividend earned by slight margin in fiscal yr. 7 
1/9 406" 331 3'slde| i Tsde 424 ia 19% igs BPS eee oe 746 Earnings have receded to below dividend needs | 8 
4/l 6.04 | 6.09 | 6.09de| 4.87de| 57% 24 35 30 15% 6/29 | 74% | January dollar sales 16% under January °31 | 9 
12/26 8.09 | 3.66 | 3.66de| 0.08de| 80% 1556 25% EN atest 754 | Earnings heavily off but financially strong | 10 
3/1 2.68 1.90 1.90de| 1.69de 295 15 19 15% 50% 3/29 746 Jan. dollar sales dropped 10% under Jan. ’31 | 11 
_12/15_ 0.29 1.48 1.48de| 2.12de 21% 10 16% hla RAE SETA 747 Cigarette sales trend slightly downwards | 12 
12/16 3.1 7 16 50% 5/29 746 January dollar and volume sales increased 13 
3/5 14:89 me ad S3d0 v8 Aide 30 $ 10% ii os 2 728 Power consump. trend shows moderate decline | 14 
es eeese $5.20 0.71 0.7lde| d1.34de 16% 4 6% 4 50% 1/30 747 Loans due in January extended; outlook poor 15 
12/21 2.60 1.92 1.92de| 1.34de 29k 8% 12 1% 200% 8/29 734 Finan. stronger; planning further expansion | 16 
2/16 4.39 4.01 4.01 Ide 41% 18 238 tee ee eae 735 Net recedes slightly but outlk. encouraging | 17 
if. 10.15 | 4.46 | 4.46de| dl.52de| 107% 22% 35 a eRe eg: 154 _| Unfilled orders smaller than a year ago | 18 



























t—On old capitalisation. de—Year ended 


@v-—Based upon average number of shares outstanding during year. 


je—Year ended Jan. 31. 
my—Year ended May 381. 


Dec. 31. 





N.F.—No information. 


se9—Year ended Sept. 30. 
sa—Se 


q—Quarterly. mi-annually. 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 
investment interest. This department welcomes and invites contributions from its 
readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 
particularly appropriate since they often are of interest to many. The services of 
this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 


























Editor, READERS’ FORUM: 

The various measures sponsored by 
the Administration with the bi-partisan 
co-operation of Congress have had for 
their purpose the expansion of credit 
facilities and currency. Recovery in 
business requires that these additional 
facilities shall be made use of. The 
Administration relies upon the re- 
covery in confidence arising from these 
measures to create the urge to utilize 
them. 

This procedure is contrary to the 
usual psychology. Debts will not be 
incurred nor credit granted on mere 
hopes. Better business, that is, the 
actual demand for products resulting 
from consumers’ buying alone will fur- 
nish the incentive for industrial expan- 
sion. Consumers’ buying depends 
upon wages, not words and hopes. 
When industry had incentive in 1928 
and 1929, credit was not lacking. 

Consumer buying power should be 
created by governmental expenditures. 
Raising the necessary revenue through 
taxation results in depriving the tax- 
payer of the buying power which the 
Government acquires. No new buying 
power is created to offset the contrac- 
tion of credit which occurs as indus- 
try reduces its borrowings. The pressing 
need is for thecreetion of newadditional 
buying power. This can be done by 
the Government utilizing through new 
borrowings the increased credit facili- 
ties of the Federal Reserve. The theory 
that budgets must be balanced is only 
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The Case for Inflation 


A Reader’s View, Not Ours—Can We Legis- 
late the Depression Away?—Debt Cancellation 
















a half truth. The real principle is that 
government borrowings cannot be per- 
petually increased. They should be bal- 
anced over the course of a complete 
business cycle, that is, during the eight 
or ten years from depression or boom 
to another. 

In times of depression debts should 
be incurred and taxes lowered rather 
than increased. In prosperity taxes 
should be increased and debts retired so 
that the next depression may be ade- 
quately handled. If in the past the 
public debt has been allowed to expand 
unduly, it is still no reason for attempt- 
ing a correction at the present time. 
A physician does not prescribe a seda- 
tive for a patient when he is exhausted 
from intoxication. The present state 
of the patient and not the past history 
determines the treatment. Whether or 
not business had too much stimulation 
in 1928 and 1929, its present state of 
exhaustion requires stimulation now. 
The sedative effects of taxes should be 
deferred for the intoxicating periods of 
prosperity. 

It is unfortunate that words like in- 
flation and unbalanced budgets carry 
unfavorable connotations. The s0- 
called conservative principles of eco- 
nomics are sound in times of prosperity 
only because they tend to prevent ex- 
cesses. Refrigerating systems are con- 
servative practice on summer days; 
when winter comes the generation of 
steam is much more appropriate. These 
diametrically opposite procedures, each 
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suited to the circumstances, are equally 
accepted as the periods of summer and 
winter are of equal duration. Periods 
of prosperity last four, five or six times 
as long as periods of depression. Meas- 
ures suitable for prosperity acquire a 
habitual mental acceptance that carries 
over after depression has set in. 

Since the present wave for balanced 
budgets and governmental economy has 
grown, public construction has begun 
to decline, unemployment increased 
and recovery delayed. An unsound 
attempt to restore confidence is being 
made by catering to the habitual preju- 
dices of lazy minds. 

The Administration program has 
been constructive in removing the fear 
of a collapse of the banking system. To 
that extent it has obviated unnecessary 
liquidation. The next need is for more 
positive action, the creation of jobs and 
employment. Inflation and a tempo 
rarily unbalanced budget require no 
apology. They are demanded by the 
state of affairs. The need is for jobs 
and not taxes—MALCOLM KINGSBERG. 





A View of Inflation 
Editor, READERS’ FORUM: 

I am very much interested in Mr. 
Knappen’s article appearing in the 
January 9th issue of THE MAGAZINE 
OF WALL STREET, particularly the 
concluding . paragraph. 

While there are a‘number of things 
mentioned which I would like to dis 
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cuss at some future time, I wish to par- 
ticularly direct your attention to the 
paragraph on page 366, beginning as 
follows: “If the country needs some in- 
flation on the theory, etc.” 

The various measures proposed by 
the President or contemplated by Con- 

if, as and when, passed, will 
stimulate trade but will not increase 
bank deposits or alter commodity prices 
or the wealth index, unless an attempt 
is made to stabilize the 1919 or 1924 
dollar. 

Should we elect to stabilize the 1913 
level no inflation will result and it will 
require a number of years to liquidate 
the present frozen resources, which 
now amount to approximately sixteen 
billion dollars, out of the profits de- 
rived from stimulation to trade as a 
result of the new legislative measures. 

Inflation can only take place in pro- 
portion to the excess credit expansion 
for the respective years and will not 
be influenced by the measures now be- 
fore Congress. The proposed measures 
will be of inestimable value to banks 
in liquidating their frozen resources and 
to those with fixed money claims, 
whereas, no relief will be given to those 
with fixed money obligations. 

It is apparent, to any student of the 
subject, that the present banking sys- 
tem, including the Federal Reserve, is 
certain of ultimate defeat, unless some 
new plan predicated on 
credit be devised to relieve 
the pressure.—FREDERICK 
T. KUHN. 


The Time to Buy 


Editor, READERS’ FoRUM: 

In your issue of THE 
MacGAZINE OF WALL 
STREET of March Sth, 
1932, on page 611, you 
had a little article en- 
tiled: “Keeping Down 
With the Joneses.” 

I think if your Maga- 
zine, together with the 
daily papers, and some of 
the other leading periodi- 
cals in the country, could 
begin to give publicity 
along the lines of praising 
individuals who make a 
purchase now, instead of 
criticising, it would help 
very much to correct the 
very erroneous impression 
which is in the minds of 
the average person in con- 
nection with the purchase 
of any new article. 

The thought I wish to 
convey, is that the man or 
woman who buys a new 
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automobile, a new rug, 2 radio, etc., to- 
day, should be the object of praise in- 
stead of criticism, as by their action 
they not only put so many people to 
work, but they exhibit a faith in the 
future of this country which is ex- 
tremely commendable under the trying 
times we are going through with today. 
Incidentally they secure much better 
value for their money than they may be 
able to do in the very near future.— 
C. A. PAINTER, JR. 


The Shorter Work Period 


Editor, READERS’ ForuM: 

Your article in the March 19th issue 
of THE MAGAZINE OF WALL STREET, 
entitled, “Solution of Unemployment,” 
has been read by me with interest. I 
realize that in otder to restore pros- 
perity, it is of vital importance that the 
maximum number of people are em’ 
ployed, and that employing all the peo- 
ple eighty per cent of the time is far 
better than employing 80% of the peo- 
ple 100% of the time. 

In these days of business depression, 
we are all groping for some method to 
solve unemployment, as we cannot have 
prosperity unless everyone has gainful 
occupation. 

If unemployment is solved by reduc- 
ing the working day, say from eight to 
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six hours, a dangertius precedent wilt 
be established for the reason that or- 
ganized labor—in fact any labor—will 
attempt to take advantage and capi- 
talize the situation. In the first place 
they will struggle against reduction in 
wages to three-quarters of what they 
were formerly getting. This, of course, 
is essential so that manufacturing costs, 
retail prices, etc., will not advance at 
this time. As it is, the manufacturer 
has a certain fixed overhead that will 
not come down, at least immediately, in 
the same ratio. 

Assuming the 6-hour day were made 
effective and that ultimately there were 
an upturn in business that led to nor- 
mality, or even moderate prosperity, 
this would speed up the wheels of the 
nation and in many instances require a 
greater number of hours of work, say 
a 7-hour day. Labor would take the 
6-hour day as an established thing and 
would want to be compensated for the 
extra hour of employment by overtime, 
and when I say “overtime,” I don’t 
mean a proportionate increase in 
wages, which everyone would expect to 
pay, but to time and a half, and in the 
case of organized labor, to double time 
for the extra hour’s effort. If an 8- 
hour day were ultimately restored, they 
would similarly want time and a half 
and double time for two hours’ over- 
time, over the 6-hour day. 

In my opinion, any ad- 
justment in the working 
day requires the most 
careful study and com- 
plete understanding, so 
that as we approach more 
prosperous times, a vicious 
machinery is not in opera- 
tion that will work as a 
boomerang. 

In the past there has 
been altogether too much 
loose thinking during pros- 
perous times, and this 
loose thinking has con- 
tributed in no small part 
to the present depression 
—Leo S. HERzoc. 


A Means of Debt 
Collection 


Editor READERS’ FORUM: 

Great Britain and 
France each own extensive» 
colonial possessions in and 
around the Caribbean Sea 
which is within the sphere 
which the United States 
is compelled to dominate 
in future in order to pro- 
tect the canals. 

Why not advocate in 
THE MAGAZINE OF WALL 
STREET a proposition that 
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these countries sell all or part of these 
possessions to the United States in ex- 
change for their notes held by the 
Treasury? Such a transaction would 
save the face of the governments con- 
cerned and would strengthen the posi- 
tion of the United States in the Carib- 
bean—M. A. CARRINGER. 


Tariff or The Machine? 


Editor, READERS’ FoRUM: 

Allow me to present a topic for dis- 
cussion: “To What is the American 
Standard of Living Due—Tariff or Ma- 
chinery?” 

I am glad to see your publication of 
“Farmers to Smite Protection” (Page 
595 of your issue of March 5). This 
gives your readers some of the argu- 
ments against protection. If we are 
going to retain our protective tariff 
“even to the point of economic isola- 
tion,” we ought to have very good rea- 
sons for doing so. So far as I know, 
the reason given more than any other, 
is competition with cheap foreign labor. 
I have my doubts about the soundness 
of this argument, and would be glad 
to see arguments designed to prove that 
machinery is not more important than 
the tariff in maintaining our standard 
of living. 

Hoping my suggestion meets with 
approval—JoHN M. Woops. 


A Letter for Congressmen 


Editor, READERS’ FORUM: 

This depression is a natural result of 
our former style of living; namely, 
“Keeping up with the Joneses,” install- 
ment buying, etc. The latter, which 
was encouraged by producers, made 
business “hum” for a season; but when 
the inevitable saturation point was 
reached, the humming ceased. If we 
could only get the rank and file of our 
people to learn the fable of the ant 
and the grasshopper, the evil results 
of a depression would be materially les- 
sened. 

Only one outstanding piece of legis- 
lation was enacted to cure the panic 
of 1873. That was the Resumption 
Act. Likewise, a single important 
legislative act was passed as a remedy 
for the economic ills of 1893, namely, 
the repeal of the purchasing clause of 
the Sherman Act. But for the depres- 
sion of 1930, a multitude of laws are 
offered, all of which are calculated to 
increase our taxes end plunge us deeper 
into debt. 

Some want to stimulate the build- 
ing industry. But why erect a build- 
ing for which there is no demand? 
Others advocate building roads, in 
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order to furnish employment. These 
overlook the fact that roads for the 
most part are now built by machinery, 
very few men being required. 

All of the proposed legislation, if 
passed, will place mortgages on the 
future, thereby encroaching on the 
rights of coming generations, in order 
to give the present one doubtful bene- 
fits. With the Federal Farm Board 
Marketing Act constantly before us, as 
a horrible example of legislative med- 
dling with natural laws, we continue 
with reckless abandon to pass other 
laws which do nothing but put us into 
debt, individually and collectively. The 
average man should be assisted to keep 
out of debt, instead of being encour- 
aged to go in. Interest obligations, un- 
less controlled and restricted, will ruin 
the people who have them to meet. 
Political expediency, rather than econo- 
mical necessity seem to be in the sad- 
dle at Washington —A. R. JOHNSON. 





A Plea for Debt Cancellation 


Editor, READERS’ FORUM: 

The writer wishes to take vigorous 
exception to the article as published in 
your issue of January 23rd by John C. 
Cresswill. It would take much time 
and space to refute the conclusions ar- 
rived at by this article. Of course 
many of the statements are such as I 
agree with. What I object to are the 
conclusions. To make the cool offhand 
statement that Germany could pay 400 
million dollars a year on reparations in 
addition to its other external obliga- 
tions is ridiculous. 
ternal obligations Mr. Cresswill says 
nothing. Also to say that Europe is 
“quite capable of settling its own 
reparation mess” and that “its creditors 
(European) will prevent Germany's 
collapse” is equally ridiculous. This 
would be true provided France is will- 
ing to forego reparation payments. All 
other countries except France are will- 
ing. That is the crux of the whole 
matter. Except as to reparations, 
France has very little coming from 
Germany. 

My point in short is, that to prevent 
Germany’s collapse and that of other 
central powers, we must cancel the in- 
terallied debts, as we are unfortunately 
not in a position to go along and get 
back to prosperity without Europe's 
rehabilitation. The Allies should of 
course pay these just debts to us, but 
the trouble is they will not do it. If 
reparations and interallied debts are 
cancelled our depression will disappear 
almost overnight. 

One more point is this. In this and 
other similar articles, it is stated that 
the people of the United States have to 
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bear the burden, if interallied debts are 
not paid. As you of course know 
about 97% of the people pay no taxes 
to our government except an insig- 
nificant amount. The Government's in- 
come is derived from only 3% of the 
people or practically so and these 3% 
(about) are the very ones that want 
these debts cancelled (provided of 
course that reparations are also can- 
celled). So 97% of the people pay 
practically nothing for maintaining the 
Government. So this talk about the 
American taxpayer is all humbug. A 
great number of prominent men and 
economists are of the same opinion as 
the writer. Europe will never get on 
its feet without the United States’ help 
(financially). The United States got 
its foot into this mess by loaning this 
money to Europe and will never get it 


back. 


We were terribly fooled, but have 
only ourselves to blame, and it is 
equally foolish now to cut off our nose 
to spite our face. The future will tell 
whether Mr. Cresswill or the writer is 
right—O. CLAUSSEN. 





Thanks 


Editor, READERS’ FORUM: 

I am writing to say that I think Mr. 
Laurence Stern’s article in your maga- 
zine of February 6, on the necessity of 
reducing public expenditures, hits the 
nail squarely on the head. 

It is the best I have ever seen con- 
cerning our present “ailments” and I 
think you would be doing our country 
a great favor if it could be widely dis 
tributed; and at least it would be a fine 
thing to do, if you would print it in 
leaflet form and see that all of our 
Congressmen, Senators, Officials and as 
many others as possible got a copy— 
cartoon, graphs, etc. 

Something must be done along that 
line or we are sunk and the sooner the 
nation realizes it, and acts, the better. 
Let the good work go on—we want 
more from Mr. Stern—D. W. 
CROUCH. 





Let the Bankers Answer This One 


Editor, READERS’ FORUM: 

My experience with financial and in- 
vestment experts and with so-called 
reputable New York and Chicago 
bond houses, whose safety is to be in- 
ferred from the fact that “they have 
floated bond issues as high as $50, 
000,000,” is that a large majority of 
“these very reputable houses” do not 
understand their business, or else, are 
dishonest to begin with. Because bond 

(Please turn to page 762) 
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Taking the Pulse of Business 


Mixed Trends Prevail—Signs of Nearby 


Improvement Are Not Convincing 
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as are not discountable at the Federal Reserve 

Banks has recently been displaying a somewhat 
firmer tendency, changes in the remaining indexes of 
the Barometer offer less hope at this time for any con- 
siderable spring gain in the volume of production and 
trade. Seasonal declines may normally be expected to 
offset advances in late spring and early summer, there- 
by postponing the prospect of substantial improvement 
until early autumn. 

On the other hand it is not altogether improbable 
that our two industrial indexes, from which seasonal 
influences are eliminated, may turn upward after 
a few months in anticipation of a fall recovery 
in business; since recessions in production could scarcely 
continue much longer at the rapid pace which has 
been maintained now for more than two years. It 
is not encouraging, however, to discover evidence in 
last week’s bank statement that the Federal Reserve 
Board has apparently abandoned its recent attempt to 
force expansion upon member banks, after finding that 
the latter were using additional funds merely to reduce 
their indebtedness at the Federal Reserve Banks instead 
of supplying the legitimate credit needs of depositors 
Fortunately gold and hoarded money are now return- 


\ er the cost of such forms of Business Credit 


ing to the banks at the rate of about fifty millions 
weekly. If this pace can be maintained the credit dead- 
lock will eventually be broken; but the road to recovery 
by such means will be slow unless other steps are taken 
to cure the banking mania for liquidity. The greatest 
need of business the world over today is long term 
credit which is not subject to arbitrary or hysterical 
withdrawal. 

And yet with all the obstacles that remain to be over- 
come there are even now a few indications here and 
there of an approaching turn in the tide. Commodity 
prices are as a whole again evincing stability, a few in- 
dustries such as textiles and meat packing are improv- 
ing and railroad earnings for February while undeni- 
ably poor are better than for the preceding month. On 
the other hand, little cheer is to be derived from the 
latest reports of New Orders for the next point on our 
graph, which indicate the sharpest decline since Sep- 
tember, and suffice to explain the persistent recessions 
in Business Activity. 

The behavior of security prices confirms the indeci- 
sion and mixed character of the current business trend. 
Prices remain within narrow limits with the threat of 
breaking out on the downside if more business improve- 
ment is not manifested. 
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Prospects of Normal Spring Recovery in 
Business Grow Dimmer 
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Unseasonably Low Operations 
Continue 


of activity, if allowance is made for 

the normal seasonal variation, 
marks the lowest ebb of the depression. 
Production in the first quarter usually 
is greater than in any other period of 
the year but for the first three months 
in 1932 only about 4,500,000 tons were 
turned out, compared with 7,954,000 
for the first quarter of 1931. Second 
quarter operations, if judged in the 
light of the abnormally low bookings 
by the U. S. Steel Corp., may continue 
far below the volume normally to be 
expected, despite moderately aug- 
mented automobile output. Very small 
orders are materializing from railroad 


[: the steel industry the present rate 
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COMMODITIES* 
(See footnote for Grades and Units of 
Measure) 
-——19388___—_. 
High Low Last* 
Gteel (1) ........ $0.01% $0.01% $0.01% 
Steel. & ieee ae 0.01% 0.01% 0.01% 
Pig Iron (8) .... 15.50 15.00 15.25 
Copper (4) ..... 0.07% 0.05% 0.06 
eS 0.03% 0.03 0.03 
Petroleum (6) 0.69 0.69 0.69 
MED saccness 1.50 1,20 1.30 
Cotton (8) ..... 0.07 0.06% 0.06% 
Wheat (9) ..... 0.86 0.443%, 0.56 
Oern (16) .....- 0.3844 0 0.32 
Hogs (11) .....-- 16.50 7.50 11.00 
Steers (12) ..... 14.00 9.00 12.00 
Coffee (18) ..... 0.09% 0.083% 0.09 
Rubber (14) 0.0433 0.08), 0.03% 
Wool (15) ...... .60 0.54 0.53 
Sugar (16) ..... 0.08% 0.02%, 0.02% 
Paper (17) ..... 53.00 53.00 53.00 
Lumber (18) .... 17.67 13.59 13.73 





* March 26, 1932. 


(1) Sheets, Pittsburgh, cents per lb. (2) 
Bars, Pittsburgh, cents per lb. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 

Ib. (5) Pig (N. Y.) c. per lb. (6) 
ie. Okla., 32-32.9 deg. $ per bbl. (7) 
Pitts.. steam mine run, $ per ton. (8) 
Middling (Galv.), cents per lb. (9) No. 2, 
Hard, Winter (Kan. City), $ per bu. (10) 
No. 3 Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 lb. (N. Y.) $ per 100 Ib. 
(12) 550-700 Ib. (N. Y.) $ per Ib. (13) 
Santos, No. 4 (N. Y.), c. per Ib. (14) 
Smoked sheets (N. Y.), cents per lb. (15) 
Fine staple, clean (Boston), cents per Ib, 
(16) Cuban, raw 96 deg. deliv. (N. Y.), 
cents per Ib. (17) News Rolls (N. Y.), 














$ per ton. (18) Yellow pine boards, f.o.b. 
per M. 

















THE TREND IN MAJOR INDUSTRIES 


STEEL—Operations in the steel industry continue unchanged at 25% 


of capacity. No tangible improvement in the outlook has de- 
veloped. The seasonal peak of operations is expected to occur in 
April instead of March, mainly because of deferred demand for 
steel in the automobile industry; but even this betterment can 
hardly be sufficient to overcome present operating deficits. Pig 
iron is at a new low price. 


COPPER—Copper quotations hover about all-time lows. The metal is 


selling at 534 cents a pound for domestic delivery and 6 cents for 
c.i.f. European delivery. Belgian interests controlling low-cost 
African mines have cabled their assent to limiting output to 20% 
of capacity in accordance with the tentative decision reached at the 
recent New York curtailment conference. These artificial means, 
however, are unlikely to better the industry permanently. 


TIN—Prices for spot tin have fluctuated around 21.75 cents a pound at 


New York in the past four months. Were it not for the control 
exercised by the International Tin Pool the quotations would have 
ruled lower and the stable market maintained in the metal has 
demonstrated the efficacy of the organization. Tin stocks in the 
United States have become depleted and larger imports from Europe 
have been resumed. 


PETROLEUM—Crude production has been held well within refining 


demand the past few months.. Runs of crude to stills have been on 
the downtrend, but demand for gasoline has dropped to such an 
extent that stocks in refiners’ hands are as large as last year. Prices 
for gasoline rule considerably less than a year ago and the additional 


high state taxes lately imposed have further complicated the situ- 


ation. 


RUBBER—Failure of British and Dutch interests to agree at The Hague 


upon a definite rubber restriction scheme has severely unsettled 
prices. Near month futures at New York are now about 3 cents 
a pound and no immediate improvement is in sight. Manufacturers 
of rubber products in the United States are taking heavy inventory 
losses, as the volume of trading on the Rubber Exchange of New 
York has been insufficient to permit hedging. 


HIDES & LEATHER-—-Trading on the New York Hide Exchange has 


been fairly active. The average turnover has been from 1,500,000 
to 2,000,000 pounds of hides daily. May hide futures have fluctu- 
ated within the narrow range of 5.8 to 6 cents a pound. Con- 
tinued improvement in the tanning and shoe industries is in prospect 
and a further improvement in demand may strengthen hide quota- 
tions in the near future. 


RAILROADS—Net operating income of the large railroad systems of 


the United States in the first quarter was more than 60% under 
even the disastrous showing of the corresponding quarter in 1931. 
This has resulted in requests of an urgent nature for loans from 
the Reconstruction Finance Corp., because most roads are not earn- 
ing their fixed charges. Permanent recovery depends upon sus 
tained improvement in traffic and this at present appears most un- 
likely. 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with your sub- 


scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 











]. J. NEWBERRY CO. 


Do you think J. J. Newberry Co. is a 
suitable stock for me to hold. I bought a 
block last year at 25, which turned out to 
be about the highest price for 1931. Per- 
haps it is this fact which makes me feel 
uncomfortable about it, but I would like 
the benefit of your advice. Is the company 
making any progress at all, or is it slip- 
ping?—V. M. L., Yonkers, N. Y. 


Sharing in the experience of many 
chain store operators, J. J. Newberry 
Co., in 1931, retained a large propor- 
tion of its previously developed earn- 
ing power, in spite of the difficulties 
involved in curtailed public purchasing 
power and lower price levels. Net for 
the full year, of $1,085,853, was equal 
to $1.73 a share on the common stock, 
after preferred dividends, compared 
with $1,297,076 or $2.22 a share in 
1930. During the course of the year, 
the company purchased 10,164 shares 
of its own common stock in the open 
market, leaving outstanding 385,150 
shares. Inventories were reduced near- 
ly 20% to $4,879,870 from $6,005,757 
at the end of 1930, and cash increased 
to $2,177,311 from $1,878,169 com- 
bined cash and call loans at the end 
of 1930. The company, at the close of 
last year was operating 379 5-cent-to- 
$1 stores in a chain that spread across 
the continent, especially concentrated 
in Maine, New Hampshire and Massa- 
chusetts in New England, New York 
and Pennsylvania on the seaboard, and 
California and Washington on the Pa- 
cific Coast. An expansion program is 
being followed as aggressively as is 
practical, 44 stores having been added 
to the chain in 1931. As a result of 


the comparative stability of sales in the 
established units, supported by stores 
opened during the year, the company’s 
gross business was up 3.2% in 1931, 
from the previous year, but November 
and December sales compared unfavor- 
ably with those for the corresponding 
months of 1930. The trend reversed 
itself again this year, with a 10.7% 
gain in the first two months, and an 
18.1% improvement in February, over 
a year ago. Although the shares are 
admittedly somewhat speculative, we 
regard them as possessing long-term 
possibilities that warrant their further 
retention at this time. 


S. S. KRESGE CoO. 


I have a small list of stocks which I 
think will come through the depression all 
right, except that I am uncertain about 
S. S. Kresge. I have heard that this com- 
pany’s business is falling off and am anxi- 
ous to know whether this is true. What 
information have you?—M. M. M., San 
Diego, Calif. 

The principal effects of curtailed 
public purchasing power in 1931 made 
themselves felt in the final months 
of the year. Thus, S. S. Kresge Co. 
second largest enterprise in the novelty 
chain store field, held its sales close to 
the 1930 levels through to November 
when a decline of 10.2% took place 
from the corresponding 1930 month. 
In December, a smaller dollar-volume 
of Christmas trade developed, result- 
ing in a decrease of 7.5% in sales for 
the month, and 3% for the full year. 
Although declining merchandise prices 
and sales problems increased the difh- 


culties in the way of operating efh- 
ciency, the company exercised sufficient 
control over expenses to stabilize earn- 
ings at $1.69 a share after preferred 
dividends, compared with $1.90 a share 
in 1930. The 1931 earnings were not 
far in excess of current dividend re- 
quirements of $1.60 a share, and some 
revision in the rate may be necessary 
in the current year, but this possibility 
and the fact that sales continue to trend 
downward, with declines of 9.9% in 
January and 7% in February, appear 
to have been largely discounted in the 
market for the shares. The longer 
term potentialities for this enterprise, 
with wide and hitherto untapped fields 


-for the exploitation of its popular 


priced merchandise, are favorable, and 
we feel present stockholders may well 
disregard the present downward trend 
of both sales and earnings, looking in- 
stead to the next few year’s develop- 
ments. 


GOLD DUST CORP. 


I have been disturbed by the various 
notices of consolidation on the part of Gold 
Dust Corp. and wonder whether these may 
not be an admission of weakness. Also, I 
see by the papers that my next dividend is 
going to be $1.60 instead of $2.50. Isn’t this 
a danger signal? And hadn’t I better sell 
— and take my loss—H. I. J., Boston, 
Mass. 


With the business of one of its prin- 
cipal divisions, manufacturing “Nucoa” 
a substitute for butter, seriously af- 
fected by lower prices for the dairy 
product, Gold Dust Corp, reported 
1931 earnings of $3,513,648 or $1.73 
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a share after preferred dividends, com- 
ared with 1930 net of $6,688,816 
equal to $3.51 a share. The company’s 
products, ranging from specialty foods 
to shoe polish, soap and washing 
powder, are so diversified that the de- 
velopment of co-ordinated manufactur- 
ing and marketing policies requires a 
considerable period of time. However, 
an important step in this direction, is 
indicated by the merger of Gold Dust’s 
mayonnaise and salad dressing interests 
with those of General Foods, in Best 
Foods, Inc., owned and operated jointly 
by the two parent enterprises. Further 
constructive efforts are to be expected 
as trade and business conditions war’ 
rant. Gold Dust was in a sound finan- 
cial condition at the close of 1931, with 
cash and marketable securities of $9,- 
017,193 against $7,823,131 cash and 
call loans at the end of the previous 
year. Inventories were reduced from 
$17,262,012 at the end of 1929, to 
$10,986,099 at the end of 1930 and to 
$8,037,296 at the close of last year. 
The revised dividend rate of $1.60 
annually was not covered by a wide 
margin by last year’s earnings, and its 
maintenance undoubtedly depends upon 
1932 results. While we recognize the 
difficulties with which this company is 
confronted, we feel that the longer 
term potentialities justify the exercise 
of patience on the part of present 
stockholders. 


JEWEL TEA CoO., INC. 


What do you think the outlook is for 
Jewel Tea? It looks to me as if the com- 
pany might be over-extending itself in 
acquiring new stores. Have you any in- 
formation on this? Also, can the company 
ieee dividends?—M. R. K., Reading, 

a. 


Acquisition this year of the Chicago 
unit of Loblaw Groceterias, including 
77 stores, and of the Middle West 
Stores Co., comprising four units, 
marks the first entrance of Jewel Tea 
Co. into the chain store field. Hereto- 
fore, the company has distributed its 
line of staple groceries through direct- 
to-customer motor truck routes, 1,334 
of these being in operation at the close 
of 1931. The company’s line was lim- 
ited to about 70 staple products, and 
advertising was mainly confined to 
premiums to consumers. This type of 
business has proven relatively stable, 
with equipment investment at a mini- 
mum and inventories closely controlled. 
While extension of the company’s ac- 
tivities into the chain store field offers 
possibilities of further growth, the new 
interests are not sufficiently important 
to unsettle the backlog of earnings from 
the established business. Tonnage sales 
were fairly well maintained in 1931, 
but dollar sales declined 11.5% to $13,- 
742,691. Net earnings were equal to 
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$4.87 a share on the common stock, 
the sole capital liability, compared with 
$6.09 a share in 1930. The company 
pursues a liberal dividend policy, pay- 
ing $4 a share in regular dividends, with 
a 50-cent extra last year, and $1 extras 
in 1929 and 1930. The year-end bal- 
ance sheet showed a sufficiently strong 
position to warrant continuation of the 
regular rate, if supported by earnings. 
Thus far this year, sales have declined 
sharply, those for the eight weeks 
ended February 27 running 17.5% be- 
low those for the corresponding period 
of 1931 in spite of an increase of 51 
routes from the earlier period. How- 
ever, we regard the management as 
capable of meeting changed merchan- 
dising conditions, and favor continued 
representation in shares purchased at 
higher levels. 


DELAWARE & HUDSON CoO. 


In 1930 I bought some Delaware & 
Hudson at 136. The falling off of earnings 
and low market price of D. & H. common 
are causing me uneasiness. I am about 
ready to sell and put the money in other 
stocks which are likely to have @ quicker 
recovery. Do you think I had better do 
this?—H. M. L., Chattanooga, Tenn. 


Although Delaware & Hudson Co. 
controls an important railroad, the 
Delaware & Hudson Railroad Corp., 
and extensive coal properties operated 
by the Hudson Coal Co., these inter- 
ests by no means constitute the only 
sources of revenue of the parent com- 
pany. As a matter of fact, since gen- 
eral business conditions have adversely 
affected the operations of both the coal 
and railroad divisions, Delaware & 
Hudson has benefited substantially 
from the stabilizing effects of an invest- 
ment portfolio which had a market val- 
ue of $56,060,000 on March 25, 1931. 
No statement of market value has been 
published since that time, but inasmuch 
as a large proportion of the investments 
was in U. S. Government, state and 
municipal and Canadian Government, 
province and municipal bonds, the ex- 
tent of the deflation which has taken 
place probably compares favorably 
with the unrealized losses shown by the 
majority of holding and investment 
companies. The other investments of 
this enterprise are diversified over a 
wide range, with safety of principal 
and interest primarily considered. Al- 
though the company paid dividends at 
the regular rate of $9 a share last year, 
earnings were placed around $7, and 
an adjustment of the dividend to this 
income is probable in the near future. 
The company is in the position of hav- 
ing a minimum income from fixed in- 
terest bearing securities which may be 
regarded as reasonably secure, with 
speculative possibilities for long-term 
improvement in earning power, af- 


forded by the railroad and coal in- 
terests. We look upon the sale of 
shares at levels which appear to amply 
discount the adverse aspects of the rail 
situation, in the nature of an unwar- 
ranted sacrifice. 


PHILLIPS PETROLEUM CoO. 


With @ view toward participating in the 
recovery of the oil industry, I am antici- 
pating the purchase of a block of Phillips 
Petroleum common. However, I would 
like to have the benefit of your advice be- 
fore making this commitment, and shall 
appreciate a report relative to the future 
prospects of this enterprise and its common 
stock.—T. R. D., St. Louis, Mo. 


Largely in reflection of curtailed pro- 
duction and low prices, operations of 
Phillips Petroleum Co. incurred a loss 
of $5,576,409 during the 12 months 
ended December 31, 1931. These re- 
sults were in contrast to profits amount- 
ing to $3,040,630 or 71 cents a com- 
mon share reported by the company in 
1930. Although current indebtedness 
of the company was materially reduced 
during that year, financial position at 
the close of 1931 was not particularly 
strong. Total current assets amounted 
to $24,678,756 with cash and market- 
able securities amounting to $5,295,- 
611 and inventories (carried at the mar- 
ket) of $11,204,972. On the contra 
side of the balance sheet, current lia- 
bilities stood at $18,758,209, of which 
$13,025,402 consisted of notes payable, 
while net working capital stood at $5,- 
910,547 as compared with $14,058,327 
at the close of 1930. Although some 
improvement in the oil industry was 
noted during last year, the statistical 
position of the industry is still far from 
satisfactory. The industry has been 
suffering from an over-produced status 
for some time past, with the result that 
the keenest of competition has forced 
oil prices on several occasions to un- 
profitable levels. Moreover, until there 
is a more equitable relation between 
supply and consumer demand, there is 
little basis for the belief that lucrative 
operations are in immediate prospect. 
Therefore, and despite the current de- 
flated levels for Phillips Petroleum com- 
mon stock, we fail to recognize the 
attraction in the shares, and counsel 
against purchases at this time. 


P. LORILLARD CoO. 


All the agitation about additional taxa- 
tion must,—it seems to me,—fall heavily 
upon tobacco, This makes me wonder 
whether I had not better replace my 200 
shares of Lorillard with some other stock 
in @ different industry. What do you 
think?—H. O. D., St. Paul, Minn. 


“It pays to advertise” is well demon- 
strated by the accomplishments of P. 
Lorillard Co. Ranking as the fourth 

(Please turn to page '754) 
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For over 30 years our 
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been to give the small | 
investor the same com- 
plete and helpful serv- | 
ice as the large in- | 
vestor. 


We cordially suggest 
you permit us to send 
you “Odd Lot Trad- 
ing” a valuable booklet 
which, besides giving 





useful trading facts, 
contains our marginal 
requirements and com- 


mission charges. 
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United Biscuit Co. of America 
(Continued from page 735) 








been paid regularly since date of issue. 
On the common, regular quarterly divi- 
dends of 40 cents were paid during the 
three years 1928-°30. In 1931 the rate 
was raised to the present 50 cents quar- 
terly, and it is difficult to conceive of 
conditions which would necessitate a re- 
duction in this rate. 

With the country’s return to pros- 
perity it seems reasonably certain that 
the earnings of United Biscuit Co. 
will resume their upward trend, and 
the common around current prices may 
be regarded as a sound long pull in- 
vestment with possibilities of ultimate 
appreciation in market price. The pre- 
ferred stock, which is currently priced 
to yield nearly 7% and convertible into 
2'% shares of common, may be con- 
sidered a business man’s investment, 
which might profit eventually by the 
conversion privilege. Both issues, how- 
ever, are subject to fluctuations in the 
general market, and might conceivably 
decline somewhat further in price be- 
fore any persistent recovery gets under 
way. 








Answers to Inquiries 
(Continued from page 747) 





largest enterprise in the tobacco indus- 
try, Lorillard since 1926 has more or 
less concentrated its sales efforts in the 
successful promotion of “Old Gold” 
cigarettes. Despite the drain upon 
earnings of advertising expenses dur- 
ing the period from 1926 to 1929, an 
upward trend of profits appeared in 
evidence during 1930, and continued in 
1931, in spite of the depressed condi- 
tions existing generally throughout the 
country during these years. As a mat- 
ter of fact, in reflection of the favorable 
course of earnings during last year, the 
management felt that they could afford 
to retire a substantial amount of its 
funded debt, and accordingly, called 
for redemption on January 1, some 
$13,500,000 of 5'4% debentures. The 
company accomplished this retirement 
without any particular strain upon 
the cash position. Indeed, imme- 
diately following this step, directors 
declared the resumption of dividends 
on the common stock, at an annual rate 
of $1.20 a share, with a payment of 30 
cents January 2, last. This rate is in 
line with profits of $2.12 a share on the 
common. stock during 1931 against 
$1.47 a share earned in the preceding 


754 


year, and appears reasonably 
throughout 1932, at least, despite the 
possibility of a slowing up of operations 
during the year. Of course, an ac- 
curate forecast of current year’s results 
at this time is impossible, but careful 
consideration should be given to recent 
developments in the tobacco industry. 
Specifically, we refer to the pending in- 
crease in taxes on cigarettes, pro- 
nounced decline in cigarette consump- 
tion, and the possibility of a reduction 
in cigarette prices. Although P. Loril- 
lard expects to augment earnings by 
material savings in advertising expenses 
during the current year, the foregoing 
unfavorable elements should not be lost 
sight of. Nevertheless, current prices 
for the common stock more or less dis- 
count these uncertainties, and while 
the shares must be regarded in a specu- 
lative light, retention of present hold- 
ings appears in order at this time. 


JOHNS-MANVILLE CORP. 


What is the outlook for Johns-Manville 
common? Will dividends be reswmed dur- 
ing the current year? I am considering 
the purchase of an additional commitment 
to average the cost of my present holdings. 
I would appreciate your opinion as to the 
advisability of this action—G. ae 
Phoenix, Arizona. 

When consideration is given to op- 
erating results during the first nine 
months of 1931, the annual earnings 
statement of Johns-Manville Corp. for 
last year is rather disappointing. The 
worst showing was made in the final 
quarter of the year, when several fac- 
tors combined to incur a deficit from 
operations. Sharply curtailed activity 
in the building industry adversely in- 
fluenced sales throughout the year with 
the result that total dollar volume for 
1931 registered a decline of 32.3% 
from that of a year ago. Another ele- 
ment that contributed to the unfavor- 
able showing was the heavy inventory 
write-off necessitated at the year-end. 
A new item appearing in the 1931 
earnings statement and reducing profits 
to the extent of 37 cents a share on 
the common stock was a reserve set-up 
for foreign exchange fluctuations. 
After allowing for this reserve fund, 
and all other charges, except preferred 
dividends, net profits for the 12 months 
ended December 31, 1931, amounted 
to $583,792 equal after preferred divi- 
dend requirements to 8 cents a common 
share. It can be seen from the fore- 
going that earnings barely covered pre- 
ferred dividend requirements of $525,- 
000 for the year. In contrast with the 
above showing, 1930 profits stood at 
$3,268,123 equal, after preferred divi- 
dend requirements, to $3.66 a share on 
the common stock. While no doubt 
operating expenses during the current 
year will reflect economiés to be ef- 
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secure 





fected, there is nothing in the business 
outlook at the present time, that would 
indicate anything but a seasonal in- 
crease in sales volume. Although Johns- 
Manville does not enjoy a monopoly in 
the asbestos business, it nevertheless is 
the dominating factor in that industry. 
Consequently, and in view of the com- 
pany’s strong financial condition, we do 
not question the ability of the enter- 
prise to weather the present period of 
adversities successfully, and maintain a 
constructive attitude toward longer 
term prospects. However, considering 
the rather unpromising near term out- 
look for the enterprise, and inasmuch 
as the common stock is non-income pro- 
ducing, we see little incentive to hasten 
additional purchases, although commit- 
ments made at higher levels might be 
retained, as opposed to a sacrifice sale. 


WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 


What am I to think about Westinghouse? 
One of my friends urges me to sell, while 
another quotes a statement he read some- 
where to the effect that there is a possi- 
bility of a profit in 1932. I don’t know what 
to do and trust you will find it possible to 
As at once—N. J. K., Oklahoma City, 

a. 


Operations of Westinghouse Electric 
& Manufacturing Co. for the calendar 
year of 1931 resulted in a loss of $3,- 
655,660 in contrast with profits of $11,- 
$81,705 or $4.45 a share on the com- 
bined preferred and common stocks in 
1930. Unfilled orders at the close of 
last year stood at $40,024,390 as com- 
pared with those of $40,208,181 at the 


‘ close of 1930. When consideration is 


given to the generally unsatisfactory 
status of industry during last year, the 
foregoing results cannot be regarded as 
entirely disappointing. On the con- 
trary, that a strong financial position 
was maintained during the year, despite 
the drain upon surplus, speaks well for 
the management. Cash and negotiable 
securities (carried at market value) as 
of December 31, last, amounted to 
$32,148,728 compared with total cur- 
rent liabilities of $7,368,011. Ratio of 
current assets to current liabilities at 
the close of last year amounted to ap- 
proximately 13.7 to 1. At the close of 
last year, Westinghouse was successful 
in obtaining a substantial order for elec- 
tric locomotives from the Pennsylvania 
R. R., a factor that was largely re- 
sponsible in maintaining unfilled orders 
close to the levels of a year ago. This 
business, as well as operating economies 
effected during the latter part of last 
year, should find favorable reflection in 
earnings for 1932. Moreover, it is in- 
teresting to note that the companys 
elevator division (recently established) 
has met with signal success, having un- 
derbid one of the more seasoned and 
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strongly situated enterprises engaged in 
this field for the major part of the re- 
quirements of “Radio City” (New 
York City). Certainly, if we are to 
place a value on capable management 
and tangible assets, Westinghouse Elec- 
tric common cannot be regarded as par- 
ticularly overvalued at prevailing quo- 
tations. While admittedly the current 
dividend cannot be regarded as secure, 
in the light of the confusing outlook 
for 1932, inasmuch as you have main- 
tained your holdings through what ap- 
pears to be the worst of the situation, 
further retention with a view toward 
longer term developments would ap- 
pear to be advisable. 





BEECH-NUT PACKING CO. 


In 1930 I bought 300 shares of Beech- 
Nut Packing common at 62 for long-term 
holding. In view of current business un- 
settlement I am wondering whether the 
recent broadening of company’s products 
is proving successful. Do you believe out- 
look favorable enough to assure continu- 
ance of present dividend? Shall I hold or 
sell?—L. A. D., Burlington, Vt. 


Declining prices, as well as a slight 
falling off of demand for the company’s 
products, adversely influenced sales vol- 
ume of Beech-Nut Packing Co. during 
1931, with the result that total dollar 
sales for the year, amounting to $18,- 
904,764, registered a decline of 17.5% 
from those of the preceding year. How- 
ever, the decline in profits was less pro- 
nounced, primarily because of the econ- 
omies in operating expenses, and sav- 
ings in cost of raw materials. Net in- 
come for the 12 months ended Decem- 
ber 31, last, amounted to $2,085,138 as 
compared with $2,463,886 in the pre- 
ceding year. Reduced to a per share 
basis on the common stock outstanding, 
the above results amounted to $4.75 a 
share and $5.52 respectively. Financial 
condition at the close of last year was 
excellent, notable improvement being 
made in the already strong cash posi- 
tion existing at the end of 1930. The 
current ratio as of December 31, last, 
exceeded 14 to 1, with net working 
capital being reported at $13,563,506 
as compared with $12,533,094 in the 
preceding year. Certainly, the com- 
pany appears in a highly favorable 
position to cope with the present period 
of adversities successfully. _Approxi- 
mately half of the company’s business is 
of a more or less stabilized nature, 
which augurs well for the future. It 
has gradually but consistently diversi- 
fed its line of products, and today 
ranks as one of the leading enterprises 
engaged in the package food industry. 
Distribution of Beech-Nut’s products, 
which range from meat sold in bulk 
and in packages, to preserves, jellies, 
coffee, biscuits and a number of candy 
and chocolate products, is well organ- 
ized. Beech-Nut Packing Co., is not 
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burdened with an unwieldly capitali- 
zation, with the result that stockholders 
can reasonably expect an equitable par- 
ticipation in the growth of the enter- 
prise during ensuing years. Current 
annual dividend of $3 a share appears 
reasonably secure, and we frankly see 
little cause for disposal of your hold- 
ings at this time. 








North American 
(Continued from page 729) 








ritory and inasmuch as it serves the 
automobile industry principally, its 
power sales have dropped tremendously 
of late, resulting in a large decrease in 
profits. The future growth of this com- 
pany cannot be considered as unusual 
and while it is well managed the nature 
of the territory served is such that one 
cannot look for unusual future develop- 
ment from the company. 

Up to this point we find that the 
North American Co., despite its very 
eficient and experienced management 
will probably show results, by way of 
profits from its existing properties, in 
line with utilities in general. That is, 
its present properties will not show un- 
usual profits unless a great change for 
the better takes place in general busi- 
ness because of the nature of the terri- 
tory served and the well developed 
state of its existing systems. To date 
its growth in earnings has been better 
than 10% annually on the average, but 
this rate of growth will undoubtedly 
diminish unless additional properties 
are acquired and developed by the 
company. ‘This statement is based on 
the belief that the utility industry as a 
whole may not continue to enjoy the 
rapid growth witnessed during past 





Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Ann’! Amount Stock Pay- 
Rate Declared Record able 
$2.00 American Ice Co....... $50 Q 44 4-25 
2.50 Am, Lt. & Traction Co, .624% Q 4-15 5-2 
3.00 Amer. Shipbuilding Co.. .75 Q 4-15 5-2 
4,00 Bon Ami Co. Cl. A...... 1.00 Q@ 4-15 4-30 
4,00 B’klyn-Manhattan Tr. .. 1.00 Q 41 4-15 
2.50 Bush Terminal Co..... .62% Q 48 5-2 
1.20 Canada Dry Ginger Ale. .30 Q 41 4-15 
-80 Oities Service Co....... 024% M 4-15 5-2 
Stock Cities Service Co...... %y% M 4-15 5-2 
8.00 Com’wealth Edison Co.. 2.00 Q 4-15 65-2 
3.00 Corn Products Refining... .75 Q 4-4 4-20 
4.00 Oudahy Packing Co...... 100 Q@ 45 4-15 
6.00 Du Pont (E. I.) de 
Nemours & Co. deb... 150 Q 4-9 4-25 
+50 Eaton Axle & Spring... .12% Q 4-15 5-2 
1,00 Firestone Tire & R. Co. .25 Q 4-5 4-80 
1,60 Gold Dust Oorp......... 4 Q@ 49 5-2 
4.00 Jewel Tea Co. ......... 100 Q@ 4-1 4-15 
3.00 BENE TONES ic scene. +75 Q 4-23 5-16 
2.50 Sears, Roebuck & Co... .€8% Q 4-8 5-2 
2.00 So. Calif. Edison Co.... .50 Q 4-20 5-15 
3,00 Wrigley (Wm.) Jr..... -25 M 4-20 65-2 
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years and. the North American prop- 
erties must be considered developed to 
the same extent as the industry in gen- 
eral. Some additional increases in 
profits are possible from its investments, 
but these will hardly be sufficient to 
show an exceptional return to the con- 
stantly increasing number of common 
shares of North American outstanding. 

The facts presented and discussed to 
this point might eliminate any appre- 
hension the investor may have regard- 
ing the North American Co. because 
it is a holding company, but would not 
completely clear his doubt or answer 
his question regarding the soundness of 
the company continuing the policy of 
paying 10% annually in common stock 
as a dividend on the common stock. In 
view of the present condition of gen- 
eral business and the near term outlook 
the investor has every right to question, 
the advisability of continuing a 10% 
stock dividend. This is best illustrated 
by the following table setting forth the 
increases in common stock outstand- 
ing since April 1, 1923, when the 
policy was first inaugurated to date 
and the increase in consolidated net 
earnings available for common stock 
and surplus during that period. 

1931 1930 1929 1928 
% % % % 


Increase in stock.. 202.69 174.21 148.43 122.19 
Increase in net .... 232.28 299.62 299.38 234.20 


These figures clearly point out that 
the equity of the investor will be 
diluted if the policy continues and gen- 
eral business or the profits of the com- 
pany do not increase. Up to 1930 the 
10% stock dividend was a very sound 
and practical policy because it did not 
dilute the stockholders equity, but 
enabled the company to secure cash 
cheaply for further expansion and de- 
velopment. However, at present, 
future expansion requirements and de- 
velopment should not call for heavy 
additional funds. The company’s 
statement for 1931 shows that its pres- 
ent capacity is approximately rated at 
1,848,944 K.W. while its maximum 
load in 1931 was only 1,049,202 K.W. 
Furthermore, the company’s budget for 
additions during 1932 calls for only 
$19,000,000, considerably less than 
previous years. This would indicate 
that if the present trend of conditions 
continue the company will be forced to 
abandon this policy. Judging from past 
experience, it is only reasonable to ex- 
pect the management to act according- 
ly. However, in view of the difficulty 
in securing capital and financing, which 
every enterprise is facing today, the 
policy may be continued for a while 
longer, in order to put the company in 
a position of having a large cash reserve 
for any future development that might 
occur. The present capitalization of 
the company is excellent and should 
not give any trouble in the future, even 
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if the current unfavorable business con- 
ditions continue for some time. 

While the company must be con- 
sidered intrinsically sound, well man- 
aged and offering long range future 
growth, the present decline in general 
business is such that it is quite possible 
for this company to show a further de- 
cline in earnings. And if the common 
is to continue to sell at about ten times 
per share earnings somewhat lower 
prices than the current level around 34 
are conceivable. Then, too, the effect 
of continuing a stock dividend in the 
event business recovery is inordinately 
slow may be reflected unfavorably mar- 
ketwise. Therefore, while the common 
shares of North American are to be 
considered attractive from the stand- 
point of a long term investment it 
would be the part of wisdom to defer 
new commitments until the market de- 
cline has definitely spent itself. On 
the other hand those who have carried 
the stock from higher levels should 
most certainly retain their holdings for 
ultimate recovery. 





How Enduring Is the Bond 
Market Upturn? 
(Continued from page 725) 











ous such protracted periods of low 
money and high bond prices before in 
this and other world capital markets. 
In looking forward to such a pros- 
pect, however, there is one major reser- 
vation that must be made. The trend 
of “money bonds” is always tied up 
with Governmental finance and with 
central banking policy. United States 
Government issues are the capstone of 
the bond market, and as they go, so will 
go all other “money bonds.” To a cer- 
tain extent corporate bonds get only 
the surplus funds that do not go into 
Governments and, hence, at a given 
level, are attractive or unattractive in 
relation to the trend of Governments. 
The chief uncertainty in the present 
picture is that the prospective trend of 
Government bonds is by no means 
plain. It will depend both upon the 
manner of Government financing and 
its volume. ‘Thus far in its borrowing 
the Treasury has inclined to short-term 
issues, since they involve a minimum of 
pressure upon the market. It is likely 
that this policy will be adhered to as 
far as possible, but substantial long- 
term Federal borrowing in the next 
year or two is a certainty and as long 
as the total is conjectural this factor 
will be a weight upon “money bonds.” 
Large issuance of long-term Govern- 
ment bonds would depress prices. 
Hence the bond market has a vital in- 
terest in the degree of wisdom or folly 
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with which Congress completes its 
present struggle to balance the budget. 
It has a vital interest also in the rate of 
income taxation, for the war-level sur- 
taxes proposed by some elements in 
Congress could not fail to have the 
effect of driving large amounts of capi- 
tal out of corporate bonds into the tax- 
exempt Governments. 

Accordingly, clarification of the near- 
term trend in the best bonds must await 
clarification of the Government's reve- 
nue and financing program. Because 
of the stark necessities of the situation, 
there are grounds for the logical hope 
that ultimate Congressional policy will 
be one of sane moderation, especially 
since the market itself would penalize 
any serious deviation from such a 
course. 

The present level of Government 
bonds reflects optimism as to Federal 
fiscal policies and suggests that the best 
corporate issues are not likely to ex- 
perience serious relapse. Such issues, 
therefore, should be retained by present 
investors and should be accumulated by 
others upon such reactions as are pro- 
vided by intermediate doubts and un- 
certainties as to Federal credit. 

On all bonds other than those of the 
first rank generalization is impossible. 
In the main they will continue to be in- 
fluenced by the factors which govern 
business and the stock market, but they 
are necessarily subject to innumerable 
individual considerations. Generally 
speaking, it appears late in the day for 
indiscriminating disposal of second- 
grade and speculative bonds and it is 
always too early for their indiscriminat- 
ing accumulation. 

Many bonds of this class will con-. 
tinue to meet their interest obligations 
and will reward buyers with a degree 
of appreciation that can never be had 
in “money bonds,” but the risk of ill- 
founded selection is an important 
hazard, and investors who are not 
equipped for careful and thorough in- 
dividual analysis should either obtain 
expert and disinterested advice or stick 
to the standard and seasoned bonds of 
unquestioned merit. 





Ford Changes the Motor 
Outlook 


(Continued from page 722) 








strictly defined field. This has been 
one of the most interesting and wide- 
spread developments among these com- 
panies in recent times. On its success 
rests many survivals. 

The relationship which exists be- 
tween the automobile industry and in- 
dustry in general is little different, ex- 
cept in degree, from that which exists 








between the automobile industry and 
the automobile accessory companies, 
The manufacture of cars requires not 
only accessories but an immense quan- 
tity of ather products the making of 
which demands intense and widespread 
activity. Indeed, the automobile in. 
dustry ranks with building, the rail- 
roads and the public utilities at the 
forefront of the great consumers which 
sustain the life blood stream of business. 

The automobile’s appetite is vora- 
cious. Last year its satisfaction required 
between 15 and 16 per cent of the total 
steel manufactured, 60 per cent of the 
plate glass, well over 80 per cent of 
the rubber, 17 per cent of the lumber, 
14 per cent of the copper, 26 per cent 
of the lead, 30 per cent of the nickel, 
between 80 and 90 per cent of the gas- 
oline and easily 50 per cent of the 
lubricating oil. What effect is the slow- 
ing up of expansion in the automobile 
industry to have upon these lines? 

It is first of all clear that the big raw 
material producers can no longer count 
on the automobile to absorb the out- 
put of their over-capacity. As a result 
competition can hardly become other 
than still more keen. Without the 
automatic expansion mechanism pro- 
vided by the automobile many com- 
panies in many industries will be forced 
to the development of other outlets, 
just as the accessory companies have 
been driven to other lines. 

If this is a somewhat dark prospect 
for those catering to the production of 
new automobiles, there are as yet fewer 
signs that the country’s demand for 
automobile mileage is becoming sated. 
Last year despite the fall in the number 
of cars registered, the consumption of 
gasoline actually increased to a new 
high record. And from this it follows 
that tire consumption was greater than 
ever before. 

Unfortunately, however, apart from 
the fact that, if nothing more than a 
very slow increase in the number of 
automobile registrations can be ex: 
pected, the number of miles it is pos 
sible to travel with a given number of 
automobiles will definitely limit the de- 
mand for fuel and tires, these two in- 
dustries have other troubles. In them, 
overproduction and cut-throat competi 
tion are rife and it would seem that 
these internal matters were more press 
ing than any conceivably possible in- 
crease or decrease in the demand for 
their wares. Furthermore, the pos 
sible effects of greater efficiency must 
not be overlooked. Tires have already 
been so improved that the manufac 
turers have seriously curtailed their 
own market. The prospect of higher 
gasoline prices brought about by in- 
creased taxation might easily result in 
a gradual change to more economica 
engines to the detriment of the oil com: 
panies. 
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We must face the fact that the auto- 

mobile is not far from economic ma- 
turity. Its period of dynamic growth 
is behind it. Not only is this visible in 
actual figures, but it can be sensed in 
the very atmosphere which now sur- 
rounds the industry. The trouble-free 
transportation provided by the modern 
automobile is an accepted fact. It is 
a point no longer advertised. Instead, a 
seller of automobiles is forced to tempt 
buyers by ever increasing dollar value 
and by extolling some new gadget, a 
differently shaped mudguard, or a bril- 
liantly plated radiator grill. Such signs 
are infallible. When soap is no longer 
advertised to clean hands, but to beau- 
tify them; when tobacco is not a smoke, 
but a medicinal disinfectant; when food 
and drink have properties other than 
the satisfaction of hunger and thirst; 
and when automobiles are no longer 
strictly transportation, it is clear that 
further expansion is to be made only 
with the greatest difficulty. 

Not that the outlook is as tragic as 
might appear at first sight. After all, 
the railroad, the steel, the coal, the tex- 
tile, the leather and other industries 
have already reached their economic 
maturity. Yet, they all continue im- 
mensely important. They still give 
employment to millions of workers. 
They still consume, produce and satisfy 
our wants. Moreover, in each one of 
these industries there are individual 
companies, well-managed and conserva- 
tively capitalized, which can still make 
money even through the present de- 
pression. And so will it be with the 
automobile industry. ‘The automobile 
may no longer be the cornerstone in 
our prosperity, but it will certainly con- 
tinue long as one of the most basic ele- 
ments. 








British Tariff a False Lure to 
American Factories 
(Continued from page 715) 








our exports of manufactured goods to 
the southern republic. At present we 
have no weapons with which to meet 
these prospective reciprocal treaties. 
Our tariff is a level one for all comers, 
with no provisions for variation except 
by the Tariff Commission on the basis 
of production costs. 

It is not to be wondered at that 
Britain is looking forward to a boom in 
factory building, which has in fact be- 
gun. The opportunity of British fac- 
tories in the home market is already 
distinctly wider and they are being en- 
dowed with new means of access to 
foreign markets. In both these respects 
the suspension of the gold standard is 
for the time being helpful. As against 
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The Voice of the 
Nation speaks on 


It is reassuring to investors in 
American Telephone and Tele- 
graph stock that through recent 
troubled times the telephone 
system has kept more than 98% 
of the total number of its sub- 
scribers at the height of the boom. 


The telephone has established: 


itself as a necessity of business 
and social life. 

Recognizing this fact, the Bell 
System is going ahead with its 
program of service improvement. 
Every working day it spends large 


sums for construction, keeping 
the plant at maximum efficiency, 
adequate for new business. 

Forward-looking policies like 
this are linked in the Bell System 
with a healthy conservatism in 
administration. 

One result is that American 
Telephone and Telegraph Com- 
pany stock has paid dividends 
regularly through more than half 
a century. 

May we send you a copy of our 
booklet, ‘‘Some Financial Facts’’? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City © 
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IMPORTANT ISSUES 
Quotations as of March 24, 1932 


1982 
Price Range 
—___e— 


Reoent 
Name and Dividend 


Aluminum Co, of Amer 

Aluminum Co. Pfd. (3) 

Amer. Cities P,. & L. ‘‘B’’... 
amid B 


Assoc. 
5 


3% 
Brazil T. L. & P. (1) 11% 
Central Stat. El % 1% 
Cities Serviee (.30) 5% 
Cities Ser. Pfd. (6) 8 5% 
Commonwealth & South War. ve 
Cord Corp. 
Corroon & Rey. Pfd. A 
4 eae 
Durant Motors % % 
Elec. Bond Share (6% stk.).. 6% 
Ford Mot. of Canada A 15 13% 
Ford Motors, Ltd. (.86%).... 4% 
Goldman Sachs T 3% 2% 


15% 
q 











the gold standard countries the depreci- 
ated paper pound operates to restrict 
imports and encourage exports, as it 
means in the first instance higher prices 
and in the latter lower prices. 


While it is true that England has 
not yet experienced much of the pre- 
dicted increase in exports as a result of 
her depreciated currency or any net 
decrease of imports as a result of her 
tariff revolution, sufficient time has not 
elapsed for the pudding to be proved 
by eating. Moreover, the true test of 
protection cannot be expected until 
present abnormal conditions of finance 
and trade, domestic and _ external, 
throughout the world have been im- 
proved. It can hardly be doubted, 
though, that British manufacturers will 
soon have a much larger share of the 
home market than they have had, and 
the foreigners correspondingly less. 

This home market is the most 
liberally consuming market in the 
world in proportion to population out- 
side of the United States. It is a dy- 
namic market for the foreigner because 
Britain cannot possibly approximate 
self-containment. In the very nature 
of her location, her climate and her 
limited natural resources she must im- 
port immense quantities of materials 
and goods. She is pre-eminently a 
mercantile nation. Foreign goods of 
multitudinous description and vast vol- 
ume are demanded by the British peo- 
ple. They are eager buyers rather than 
reluctant vendees. What the British 
consumer demands and must have is 
largely what no amount of protection 
can provide at home—foodstuffs and 
raw materials. What he must sell is 
mainly what the agricultural and raw 
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1932 
Price Range 
Low 
136 


2% 


Name and Dividend 


Internat. Pet. 

Lone Star Gas (. 

Mid West. Util. (8% stk.).. 

N. J. Zine (2) 

Niagara Hudson Power (.40). 

Northern States Pr. Pfd. (7). 

Pennroad Corp. 

Public Util. Holding Corp. of 
Amer. (x war.) 

St. Regis Paper A 

Singer Mfg. (8) 184 

Standard Oil of Ind, (1) 17% 

Standard Oil of Ky. (1.60).. 15% 

Swift Inter. (4) 26 

Trans Lux. 


1% 


material nations must buy. Unlike 
France and the United States, for in- 
stance, England is not obliged to en- 
deavor to protect directly great con- 
flicting economic elements of her popu- 
lation. She does not have to bar out 
for the sake of agriculture the goods 
that come in to pay for her exports 
of manufactures. She has a two-track 
foreign trade. 

With such a home market under 
flexible control, now that England has 


adopted the trading tariff idea, the pos- . 


sibilities of advantageous tariff barter- 
ing are unlimited. It is by no means 
impossible that in the new high tariff 
era Britain may find a way to regain 
the industrial and commercial  su- 
premacy that free trade gave and with- 
drew. England, under the new condi- 
tions of international commercial 
rivalry, may find that she is even more 
happily adapted to the protective policy 
in 1932 than she was to free trade in 
1832. 


The Sagacious Lion 


There is abundant evidence that, 
whether despite or because of the sus- 
pension of the gold standard, Britain is 
regaining her former strong financial 
position. Certainly she buried a lot of 
worries when she gave up the struggle 
to keep the pound on a gold basis. Her 
statesmen are toying with the idea that 
it may be possible to gain the same 
prestige for the paper pound that the 
gold pound once had, and they fondly 
hope that Britain may lead the world 
into a new epoch of managed currency, 
pivoting, on the paper pound; as she led 
it to the gold standard, tethered to the 


gold pound. They optimistically dream 
that a brand new monetary system may 
go arm in arm with a revolutionary 
tariff policy to put England back in the 
top position among the nations. 

It is certainly gratifying to British 
statesmen to find that the pound tends 
to ascend at such a rate that they have 
had to manipulate exchange to keep it 
down. Certain also is it that the un- 
expected strength of Sterling is tend- 
ing to restore commercial and financial 
confidence everywhere. British capital, 
which fled from the pound when it was 
falling, is now coming back on a sport- 
ing chance that it will go higher; and 
speculative foreign capital is buying 
pounds for appreciation. 

There is an alluring opportunity here 
for some dazzling financial legerdemain. 
The British government by building up 
short time credits in New York, Paris 
and elsewhere may be getting ready for 
a killing of speculators. After being 
gradually lifted to new heights the 
pound may be eventually stabilized, as 
was the franc, at less than its real value. 
To sell Sterling at, say, $4 and buy it 
back from bulls at $2.50 in a bear raid 
on the pound led by the British lion 
himself, would be a neat way for a 
struggling empire to raise a half-billion 
and at the same time strike a retaliatory 
blow at the French gold accumulating 
policy and perhaps drive the United 
States to more leniency in the payment 
of war debts. No shell game can beat 
a government at such a game, for it 
has all the cards if it is strong. London 
can manipulate the pound in a wide 
range and finally freeze it in gold at as 
low a point as it chooses. 

It is reasonable to expect that Eng- 
land will enjoy a mild industrial boom 
in the near future with trade condi- 
tions as they are, and a smart one if 
they improve. Indeed, the rush of for- 
eigners to England to create branches 
and erect plants, may be frantic—a 
regular boom of the familiar American 
sort. For a time, at least, perhaps in- 
definitely, this will be a boon to the 
British but it will be baneful to the 
world as a whole and, perhaps, in the 
end to England herself. 

In only a few instances will the erec- 
tion of foreign plants in Britain involve 
the scrapping of plants in other coun- 
tries. The new plants in England will 
therefore mean increased productive 
capacity in the world at large at a time 
when distribution, not production, is 
the common problem of the world. The 
world already produces too much with 
reference to its purchasing-consuming 
ability. Greatly increased production 
and export capacity in England will 
thus tend to shorten the next expansion 
phase of the business cycle. Another 
glut of production will come sooner for 
it. 

But the British hope that if they can 
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"* 123 Points Profit in Three Stocks 
Titis, 

tends ; ‘ 

‘have § genes are additional profits available to our subscribers on U. S. Steel, 
ati American Can and American Telephone — through our last trading 
tend. campaign. 

ory It brings the total net trading profits to date this year to 42 points. ~ Onevena 
ses 10 share basis, this represents a gain of close to $300—after allowing for 
and brokerage charges. | 

pi : You, too, can make the intermediate market swings bring you 

ten substantial profits—through our definite Trading Advices. 


1g up 


Pris | Tet Us Select for You the Leaders of the Recovery 


ly for 


. A few selected industries and their representative steadfast policy to have you keep your semi-invest- 
yet companies will lead the recovery. With these ment and investment funds always in the securities 
sine. securities in the van, you will find a great body f those companies destined for speedy recovery. 
uy it slowly improving behind them, and in the rear, We will rigidly avoid those in which improvement 
r raid the real laggards which may be months later in may be delayed or cannot begin until other indus- 
1 lion joining the advance, if ever. tries, on which they depend, turn up. This definite 
for a ; . ; program was inaugurated and is conducted to 
villion Through our Bargain Indicator and Unusual help you recoup your losses and increase your 
iatory Opportunity recommendations, it will be our capital or equity rapidly yet safely. 

lating 

Init = ° e 

en Minimum Capital or Equity Needed 

‘emg With a capital or equity of only $1000—in view of current deflated levels—you can take full advan- 
eeion tage of any of our three active departments—Trading Advices, Bargain Indicator or Unusual 


wide 
at as 


Opportunities. You can with the least possible outlay conduct a conservative and aggressive cam- 


paign to build up your account under our continuous guidance. 
up with those securities that remain inactive or decline further. 


you will get in on the right securities at bargain levels. 
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(a) 
Trading Advices following 
the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities. 


(b) 
Speculative Investments, 
Low-priced stocks that offer 
outstanding possibilities for 
price appreciation over a 
moderate period. Recom- 
mended and carried in our 
Unusual Opportunities. 
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(c) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


This Complete Service for Six Months Only $75 


I 


If you wait you may be hung 
Act, as a Forecast subscriber, and 





be: 
(d) 


Investments Mainly for In- 
come but with possibilities 
for enhancement in value 
due to investor demand. 
Recommended and carried in 
our Bond and Preferred 
Stock departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analysis and recommendations. 
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ictive THE INVESTMENT AND BUSINESS FORECAST 
time BusINEss ForECAST of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 
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Th f I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
f O I a that I - entitled to the complete service outlined above. ($150 will cover a 13 
wit . months’ subscription. 
ming The Magazine 
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will of 
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— (0 Telegraph me collect your current Bargain Indicator recommendations and thereafter as de- 
y can scribed in (c). 
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succeed in working out some kind of 
an imperial economic union the stress 
of the next excess of production will 
have to be borne by other nations. 
With about a quarter of the habitable 
area of the world and of its population 
within their political system and with 
virtually all the industrial materials and 
foodstuffs available therein, as well as 
possessing the world’s second largest in- 
dustrial equipment, they may well 
dream of new British economic su- 
premacy. 





Business Gives Cue to Market’s 
Future 
(Continued from page 712) 








not in any way prevent the further de- 
flation of such stocks as are still over- 
priced in relation to prospective earn- 
ing power. In view of the general ap- 
pearance of resistance which the mar- 
ket gives, it is rather surprising to note 
how many new bear market lows are 
revealed upon closer inspection. 

Thus we find particular recent weak- 
ness in such important issues as 
Pennsylvania, Anaconda, General Mo- 
tors, Detroit Edison, Inland Steel, 
Nash Motors, Procter & Gamble, 
and United States Steel preferred. 
From the action of these and vari- 
ous other stocks it appears not at 
all improbable that a lasting turn for 
the better in the stock market will 
prove to be a change of a very broad 
base and little uniformity of timing. 

Aside from the evidence that busi- 
ness itself provides in coming weeks, 
few developments of investment sig- 
nificance now are on the horizon. On 
balance, conditions in Europe are little 
changed. Financial improvement is 
evident in England. In Germany we 
have political improvement but a fur- 
ther gradual impairment of business 
and finance, with the threat of a possi- 
ble partial moratorium on foreign pay- 
ments. It is to be doubted that this 
would prove unsettling and in any 
event it is likely that the status quo 
will be substantially maintained at 
least until after the Lausanne con- 
ference on reparations in June. 

In our own political situation there 
is one change worthy of note. For 
months it has been possible for Wall 
Street to look to Washington for con- 
structive help in time of acute market 
need. It has been possible for the 
market to look mor2 or less constantly 
with hope, rather than fear, toward 
Congress. For months Congress re- 
flected a sense of sober responsibility 
and both major parties exhibited a 
gratifying willingness to co-operate 
smoothly in non-partisan legislation. 
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This period appears to be over and 
as we move deeper into a presidential 
election year vote-catching political 
activities become more threatening to 
the serenity of business. The present 
threat of Congress to “soak the rich” 
with inheritance and income taxes 
which would be literally destructive of 
capital is a seriously disturbing step. 
Such rates as have been suggested 
would unquestionably drive capital out 
of corporate stocks and bonds into tax- 
exempt Government securities and 
would have to be regarded definitely as 
a bearish market factor. 

The financial improvement evident 
in recent weeks continues unabated, 
with a further decline in currency 
hoarding and in bank failures. With 
the exception of more speculative 
groups, the bond market retains the 
greater part of the first quarter ad- 
vance. In a general way it may be 
said that banking liquidation of credit 
continues, but the pace has slackened. 
With demand lacking, there is no im- 
portantly active expansion of Central 
Bank credit. 

Whether the financial and psycho- 
logical improvement thus far experi- 
enced can be maintained in the face 
of either a further shrinkage in in- 
dustry or protracted stagnation at the 
present level is a question that re- 
mains to be answered. The chances 
are, however, that the industrial in- 
dexes can not move much lower and 
that the foundations now being laid in 
a better credit and banking position 
will be able to withstand a dull sum- 
mer in the hope of real recovery during 
the autumn. 

Meanwhile it is the view of this pub- 
lication that the time for discouraged 
selling of sound stocks has long since 
passed, so far as the long-term investor 
is concerned. We came to the con- 
clusion last December that the worst 
phase of liquidation was behind us, that 
the first quarter of 1932 offered possi- 
bilities of at least moderate seasonal 
and technical recovery in stocks and 
that, accordingly, selected issues should 
be accumulated on a conservative, 
scale-down basis in periods of reaction. 

This estimate has been substantially 
borne out, but we frankly acknowledge 
that the degree of seasonal rally has 
been disappointing, that there now ap- 
pears to be little prospect of substan- 
tial recovery in the early future and 
that the slowness and reluctance with 
which basic economic adjustments are 
being worked out point to a somewhat 
slower revival than seemed likely a few 
months ago. 

Nevertheless, we believe there is no 
occasion to lose hope. It is possible 
that the recent bottoms in the market 
will hold. If they do not, extension 
of the basic decline should prove very 
moderate in percentage and will offer 
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an additional opportunity for selective 
accumulation at low prices on the part 
of those who have the patience to look 
to the autumn and the longer future. 
Because of the strong possibility of 
more attractive quotations during the 
late spring or summer, we recommend 
that additional purchases at this time 
be deferred. 





Atlantic Coast Line 
(Continued from page 727) 





position. On December 31, 1930, cur- 
rent assets were $28,997,738. Current 
liabilities were $11,186,834. Net cur- 
rent assets were $17,710,904. The lat- 
ter represented a reduction of $13,- 
608,176 since the beginning of 1923. 
It is quite probable that current assets 
were further diminished during 1931, 
but as yet it is doubtful whether the 
company’s financial position has been 
weakened to a point where the com- 
pany is in an uncomfortable position. 
It has not made any application for 
loans to the Reconstruction Corpora- 
tion. At the end of 1930, cash totaled 
$13,932,421. The latter represented a 
reduction of $9,494,074 since the be- 
ginning of 1923. 

Included in the company’s invest- 
ments were $59,670,000 Louisville & 
Nashville stock. The latter are pledged 
under the collateral trust bonds due in 
1952. They are carried at $51, 
368,220, as compared with a cur- 
rent market value of $12,000,000. 
capitalization con- 
sists of $156,206,430 of bonds, of 
which $7,637,500 comprise equipment 
obligations. Funded debt comprises 
65.7% of the outstanding capitali- 
zation. Capital stock amounts to 
$81,342,700 or 34.3% of the capitali- 
zation. Funded debt represents a slight 
decrease since the beginning of 1923, 
when it amounted to $15,447,830. 
Stock amounted to $67,586,200 at the 
beginning of 1923 or 30% of the total 
capitalization. The company’s capitali- 
zation has improved somewhat in re- 
cent years, although the proportion of 
debt to stock is rather high. Between 
1923 and 1930, the company retired 
$6,000,000 of additional funded debt. 
This is perhaps one of the strongest 
elements of strength entering into the 
affairs of the company. The property 
was built up in recent years out of 
treasury assets, earnings and common 
stock. 

However, the position of both debt 
and securities require careful review at 
this time. Interest on the company’s 
bonded indebtedness was earned on an 


average of 2.25 times during 1923-. 


1931. From 1923 to 1927, fixed 
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charges were earned 2.77 times and up 
to 1929, never less than twice. In 1930, 
interest requirements were earned 1.82 
times and in 1931, 1.27 times. For- 
tunately, for the company, fixed charges 
have not increased. It is important to 
bear in mind that between 1923 and 
1930, 34.3% of the gross earnings 
available for charges came from non- 
operating income. In 1923, the pro- 
portion was only 23%, but it had in- 
creased to 49.5% in 1931. While divi- 
dends were received from investments 
in other carriers, the position of the 
bonds was fairly strong. Now that the 
Louisville & Nashville has reduced pay- 
ments from $7 per share to $4 annu- 
ally, the company will lose $1,790,000 
in dividends. It is important to bear 
in mind that Louisville & Nashville 
earned only 89 cents per share in 1931, 
and the present dividend of $4 annu- 
ally, cannot be supported by such earn- 
ings. Should this carrier discontinue 
payments, it would deprive Atlantic 
Coast Line of an additional $2,386,- 
000 annually. Thus, the latter would 
lose $4,176,900 in payment of divi- 
dends from its subsidiary. 

The position of Atlantic Coast Line 
common stock is even more unsatisfac- 
tory. Beginning with 1923, when the 
dividend rate on the common stock of 
Atlantic Coast Line was $7 per share 
annually, revisions either through ex- 
tras or through increased rates steadily 
increased dividend payments. Between 
1923 and 1930, dividends were paid at 
the rate of $10 per share annually on 
the common stock. During 1931, the 
rate was reduced to $7 per share and 
at the December meeting of the Board, 
the rate was cut to $4 per share annu- 
ally. Atlantic Coast Line earned $2.44 
per share in 1931. In 1930, $7.58 per 
share was reported, while earnings 
were $10.24 and $14.46 in 1928 and 
1929 respectively. Traffic continues to 
decline and the fact that the dividends 
from subsidiaries may be reduced or 
even suspended, in order to conserve 
cash, indicates still lower earnings for 
Atlantic Coast Line during the present 
year. For one thing, the company is 
fortunate in not being forced to seek 
loans with which to meet interest pay- 
ments, or to retire maturing equip- 
ment obligations. However, in the in- 
terest of its bondholders, Atlantic 
Coast Line may find it necessary to 
take steps to conserve its cash. Pend- 
ing signs of a permanent improvement 
in trafic and earnings, it would be wise 
to defer commitments in the shares of 
this carrier. 
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For Years FIRST Among Boston 





‘The More Fertile the Field | 
The More Plentiful the Crop” 


HAT’S as true of advertising as it is of agricul- 
There is little reason to look for an 
abundant harvest from barren soil—there is no more 
reason to expect a satisfactory return for advertising 
that is placed in unproductive mediums. 


This is a fact of particular moment to the 
financial advertiser... He is not marketing a 
general commodity, but a specialty that can be 
¢ disposed of only to those who are financially 
His message has its place in 
the medium that reaches the largest number 
of such prospects, that holds the faith and con- 
fidence of its readers, that is the foremost 
financial advertising medium of its community. 


Such A Medium in Every Way Is 


THE BOSTON HERALD-TRAVELER 


a in Fi cial Advertising. 





























FINANCIAL NOTICES 








‘CANADA DRY” 


Ginger Ale, Incorporated 
A Delaware Corporation 


Dividend Notice 


At the meeting of the Board of Directors 
of Canada Dry Ginger Ale, Incorporated, 
held March .17, 1932, a regular quarterly 
dividend of thirty cents ($.30) per share 
was: declared, payable April 15, 1932, to 
stockholders of record at the close of busi- 
ness April 1, 1932. 


R. W. SNOW, Secretary 








The Cudahy Packing Company 
Chicago, Ill., March 16, 1932. 


The Board of Directors has this day declared the 
regular semi-annual dividend of Three Per Cent 
(3%) on the 6% Preferred Stock of the Company 
and Three and One-half Per Cent (344%) on the 
7% Preferred Stock of the Company, payable May 
2, 1982, to.stock of record April 20, 1932. Also the 
regular quarterly dividend of $1.00 per share on the 
Common Stock of the Company ($50.00 par value), 
payable April 15, 1932, to stock of record April 5, 
1932. 

A. W. ANDERSON, Secretary. 





MAGMA COPPER COMPANY 
Dividend No. 42 


A dividend of Twelve and One Half Cents per 
share has been declared on the stock of this Com- 
pany, payable April 15, 1932, to stockholders of 


record at the close of business on March 31, 1932. 


H. B. DODGER, Treasurer. 
Dated, March 17, 1932. 








BAYUK CIGARS INC. 


PHILADELPHIA 
A quarterly dividend of 14% on the First 
Preferred stock of this corporation was declared 
yable April 15, 1932, to stockholders of record 
March 31, 1932. Checks will be mailed. 
“3 John O. Davis, Secretary 
March 18, 1932. : 


ram: 
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Peoples Gas Dividend 
The Peoples Gas Light and 
Coke Company {of Chicago} 


The Directors of The Peoples Gas 
Light and Coke Company have 
declared a quarterly dividend of two 
(2) per cent on the capital stock of 
this Company, being at the rate of 
eight (8) per cent per annum, payable 
out of the surplus earnings of the 
Company to stockholders of record 
at the close of business on the 4th day 
of April, 1932,said dividend to be pay- 
able on the 18th day of April, 1932. 

A. L. TOSSELL, Secretary. 























The Borden Company 
ANNUAL MEETING 


~ A 
‘te 6? 


: The annual meeting of 

* stockholders will be held 
on Wednesday, April 20, 

1932, at our registered office, 15 
Exchange Place, Toney City, N. J., 
at 10 o'clock A.M. 

Only stockholders of record at the 
close of business on Tuesday, March 
22, 1932, will be entitled to vote at 
said meeting notwithstanding any 
subsequent transfer of stock. 

The stock transfer hooks will not 
be closed. The Borden Company 

Ws. P. Marsh, Secretary 
_ 
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IMPORTANT ISSUES 
Quotations as of Recent Date 


Bid Asked 
Alpha Port. Cement Pfd. (7)...... 80 90 
American Book Co. (7).......+.+. 64 7 
Amer, Dist, Teleg. (4).........-. 49 53 


Do Pfd. (7) 


OS ee 26 
Carnation Go. (146) ....0cce..000. 17 19 
). i Sarre 100 
Cleveland El. of Illum. Pfd. (6)... 101% 103% 
Congoleum Co. Pfd. (7)........... 98 1 
Clinchfield Coal ..............0++ 2 5 
che ah 6 rads ences 000s 30 40 
Crowell Publishing Co. (3)........ 43 45 
PEC ORED Lécbéwsens sucecown 100 105 
Detroit & Canada Tunnel......... % 
Dixon (Jos.) Crucible (4) ........ 45 60 
Doehler Die Cast Pfd. ............ i2 
Wi, Paper (B09)... .ccsscccces 20 22 
EE SEED ncccdcccesecseceess 15% 20 


Bid Asked 

Howe Scale ...........eeeeeeeees 3 6 
Do Pid. ccrcccecccccersceeeees 14 18 
Merck Co. Pfd. (8).........-...-- 55 59 


eee ee neeees 
ee ee 

Peete eeeerenreeeee 
weer etree eeeee 


Savannah Sugar (6)............... 

A ROB See eer 82 92 
Singer Mfg. Co. (8)..........-.+- 125 130 
Standard Screw (2) .........-..... 30 40 
Stetson ‘3. EDS pe sss 6sseuges 10 15 

ln eS a 15 20 
Wash. Ry. & Elec. (7)............ 250 350 

UTED cede podbep ees esses s< wis 88 92 
West Va. Pulp & Paper (1)....... 14 16 

he Se eae eee 85 88 
White Rock 2nd Pfd. (20)........ 115 ae 

“SS See ae 96 99 
Worcester Salt (5) .............. 82 87 
oe OS ER eer 83 ae 

Os RUD Ficus ackdccsassaeas 99 

















Readers’ Forum 
(Continued from page 742) 








houses do not understand their busi- 
ness, bonds are a safe investment no 
more. And the word of investment 
bankers with us  hinterlanders is 
Nihili. 

Therefore, as a retired city school 
supervisor, the shortsighted policy and 
outlook of our would-be financial ex- 
perts forces me to use my influence to 
advise young men to keep their money 
in their immediate community even if 
they will have to go to the extreme of 
using the old sock. 

If you would make the Hoover-Knox 
slacker dollar campaign look like a 
swaddling infant, open up a column in 
your Magazine listing the names of all 
bond houses whose bonds stood the de- 
pression without defaulting. It is not 
fear but sound demonstrated knowledge 
that is keeping the hoarded dollar in 
idleness. People are anxious to put 
their idle money to work. However, 
they are not eager to trust what is left 
of their life savings, another time, to a 
lot of inexpert bankers, 

Such a column, I sincerely believe, 
will debunk the fear theory. It will 
relieve the vault box, the tin can and 
the old sock. To some extent at least, 
it will relieve the taxpayer from financ- 
ing such temporary palliatives as the 
Hoover-Knox baby bonds, the Roch- 
ester Spending Bee and such like boot- 
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strap-lifting campaigns. And I'll war- 
rant it will increase your circulation. 
Strange, strange, very strange! We 
have tests, examinations, and licenses 
for those who may wire our front-gate 
lantern, to those who may connect the 
water system with our back-yard 
garage; for those who trim our finger- 
nails or cut our hair, to those we send 
away as cannon fodder; but bankers 
and bond houses are a law unto them- 
selves. If examinations, taxes and 
licenses are the salvation that politicians 
would have us believe, is there not 
somebody that can bring this to the 
attention of “The ways and means 
committee”?—-MILTON CLAUSER. 





Trade Tendencies 
(Continued from page 744) 








sources, the drastic operating declines 
of the carriers necessitating strict re- 
trenchment. Pipe line construction is 
also slight and foundry orders for iron 
and steel have fallen. The one bright 
spot in the steel business remains the 
anticipation of large orders from the 
Ford Motor Co., whose full swing pro- 
duction on the new models is expected 
to commence in the near future. 

Both prices and profit margins in the 
steel industry are low. The iron and 
steel composite price of the Iron Age 
hovers around the low of the year. A 
small gain has developed in finished 
steel quotations. Scrap steel prices, ac- 





cepted by the trade as’pointing the gen- 
eral trend of steel prices, have failed to 
rally. The low rate of output com- 
bined with unprofitable prices has re- 
sulted in substantial deficits for most 
steel companies. Firms specializing in 
tool, crucible and alloy steels have been 
especially hard hit because of the pros- 
trate condition of the machinery manu- 
facturing industries, and earnings re- 
covery of such firms may lag behind 
those whose output is of a more con- 
sumable nature. 





Rubber 











Control Ineffective—Prices Decline 


Rubber restriction discussions at 
The Hague between English represent- 
atives of the Straits Settlements and 
Dutch interests of the East Indies have 
been terminated without definite agree- 
ment. Uncontrolled output is now ex- 
pected to continue and result in an 
economic war to the bitter end, with no 
profits likely for raw rubber producers 
as a whole during the next few years. 
The immediate effect of the conference 
failure was a sudden decline in March 
rubber futures to about 3 cents a 
pound at New York. At London, Am- 
sterdam and Singapore, however, the 
less optimistic’ foreign traders had dis- 
counted the situation for some time and 
only small reactions were recorded. 

The Stevenson plan for rubber out- 
put and price control, in operation 
from 1922 to 1928, worked out in the 
long run adversely to the interests of 
its British originators. During that 
period the English-controlled districts 
in the Far East were limiting their out- 
put. Dutch and native planters at the 
same time pushed their tappings of all 
matured trees to the limit, in order to 
take advantage of the prevailing lucra- 
tive quotations. White plantings of 
new rubber trees, also were increased 
heavily in non-English districts, the out- 
put from this source has risen slowly 
because it takes about seven years for 
a rubber tree to reach the tapping stage. 
After the Stevenson plan was declared 
inoperative in 1928, British, Dutch 
and native producers flooded the mar- 
ket with their output. Rubber prices, 
because of the increasing supplies in 
relation to demand, have been drop: 
ping consistently since 1925. After 
about 6 cents a pound for rubber at 
New York was reached, native out 
pourings slackened because the lower 
prices for that quality rubber barely 
brought a profit. The large plantings 
of several years ago are now reaching 

full tapping volume and have caused 
havoc in the rubber markets. The out 
look is for no material improvement for 
a_considerable time and rubber prices 
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voted less to manufacturing problems 
and more to the development of new 
business. 

Such a policy, already evident, 
would justify the payment of a much 
larger proportion of profits in divi- 
dends than was done in the past. The 
stock would appear to have a reason- 
able prospect of getting back to an 
earning power of, say, $8 per share in 
the next period of normal business and 
of paying a dividend of as much as $6. 
Meanwhile, however, profits may show 
some further shrinkage before the eco- 
nomic tide is reversed and there is no 
reason to assume that the stock repre- 
sents a bargain at 65. It is an issue 
to be kept in mind for long-term in- 
vestment, with all factors suitable ex- 
cept current price. Substantial market 
reaction would justify scale-down ac- 
cumulation. 








Drug Industry Reveals 
Unusual Resistance to 
Depression 
(Continued from page 731) 








earnings derived from a “name” as 
they do earnings derived from actual 
physical property which they can see 
and touch. They seem to think that the 
“name” may blow away suddenly some 
day and leave no trace. Yet, good- 
will is just as firm a foundation for a 
business as the most modern factory or 
the most lavish natural resources in the 
world. There are hundreds of examples 
to prove it. The tobacco companies, 
the soap companies and certain food 
companies, all bear witness to the value 
of a “name.” 

On the other hand, should the good- 
will which attaches to a patent or pro- 
prietary medicine actually disappear, it 
must be admitted that there is not 
much left. An investment error in the 
drug industry therefore is likely to 
prove costly. For this reason the drug 
security group should be approached by 
the investor with great caution and 
commitments entered into only after 
thoroughly weighing all the probable 
hazards—and when the selections are 
made only a moderate portion of the 
investor's funds should be placed in 
securities in this field. 





the regular dividend of $1 a share. 

The past record of the Lambert Co., 
Lehn & Fink, and Zonite make it diffi- 
cult to account for the present low 
prices of their stocks. Lambert earned 
its $8 dividend last year with a small 
margin to spare. Yet, it can be bought 
today for little more than $50 a share 
to yield nearly 16% on the money in- 
vested. Likewise, Lehn & Fink cov- 
ered its $3 dividend with more than 
10% to spare and the stock can be 
bought to yield but little less than 
Lambert. Similarly, Zonite is covering 
a dividend which yields more than 
11% at present prices. 

There is but one thing which can 
account for this “statistical” cheapness. 
It is that the longer outlook for the 
drug industry is a poor one. But is 
this contention well founded? It has 
been seen that, even in depression, the 
public continues to purchase its favorite 
patent and propfietary medicines with 
almost undiminished zeal. Also, as 
having an important bearing upon the 
immediate future, it may be said that 
the better situated drug companies al- 
most without exception will be free 
from those financing troubles which 
lately have made it difficult for so many 
other companies. 

It may be contended with some 
truth, nevertheless, that competition in 
the field is becoming keener than ever 
and that retail druggists are notorious 
for their disposition to cut each other's 
throats, a situation which naturally 
brings pressure to bear on the manufac 
turer sooner or later. Furthermore, in- 
vestors never value quite so highly 
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Will New Taxes Help or 
Hinder Business Recovery? 
(Continued from page 717) 








back from some enterprise on account 
of the imponderable tax. The build- 
ing proprietor will not give up his 
project because he vaguely suspects 
that the tax has possibly added a little 
to his final bill. Nobody is likely to 
abandon an enterprise in which he sees 
profit because he is dubious as to who 
is paying the tax. No railroad is likely 
to forego buying steel rails that are 
necessary for replacement even if the 
tax is plainly borne by it. No builder 
is likely to reject a contract opportu- 
nity because his materials may cost him 
2.25 per cent more than the present 
low levels of eccentrically varying 
prices, and no person or corporation 
that needs a building is going to forego 
it for the sake of that dubious 2.25 
per cent, when even a slight business 
impetus may raise prices much more. 

On the other hand, if the more or 
less general sales tax is to give way 
to a number of special excise taxes at 
heavy rates the effects on particular 
industries and trade will be oppressive. 
There is no doubt that the original 
treasury proposal of a tax on amuse- 
ment admissions of more than ten cents 
would he oppressive, actually and sen- 
timentally. A 5 per cent tax on auto- 
mobiles would be restrictive to a much 
greater degree than a 2! per cent gen- 
eral tax. 
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But in the present confused state of 
the taxation proposals the essential dif. 
ference between the Ways and Means 
Committee bill and the program of the 
tax insurgents is that the latter is aim. 
ing at a virtual abandonment of mass 
excise taxes and meeting the budget 
problem by class taxation. In other 
words, instead of spreading out the tax 
increase of approximately a billion 
dollars over a large collection base 
(including stiff income and estate tax 
boosts) it is piled high on incomes, es- 
tates, stamp taxes, the radio industry, 
cosmetic, automobiles and __ postage. 
Luxuries get some innocuous soaking 
but the main objective is to extract the 
bulk of the increased taxes from the 
incomes and capital of the minority 
well-to-do, provident and rich and 
from transactions in which they are 
peculiarly involved. 

In a broad way the insurgents pro- 
pose to tax the managers and means of 
production rather than products. This 
is no place to enter into a discussion of 
whether the state of American society 
requires an artificial diffusion of 
wealth. But in relation to the present 
crisis of the nation’s economy it would 
seem that confiscatory taxation of 
wealth is comparable to taxing a cow 
by reducing its feed instead of taking 
the milk. The increased taxes of most 
individuals dwarf into insignificance 
compared with reductions in their in- 
come. Heavy capital taxes discourage 
enterprise when it is the crying need 
of the times. If every capitalist in 
America were to have the courage to 
buy and produce tomorrow on a nor: 
mal scale the business depression would 
soon be over. Capital is nervous, ap 
prehensive and timid. Heavy taxation 
will terrify it; send it abroad, into tax 
exempt securities, into hoarding, into 
passive investment. The general ef 
fect will be to delay business recovery. 

A tax on income and depleted cap 
ital always looms larger than a tax on 
outgo and accretion. People always 
spend relatively more when they are 
prosperous than when business lan- 
guishes. We are now suffering iv 
tensely from restriction of income, 
from opportunity for employment. In 
come and employment derive from ac 
tive and optimistic capital. Nobody 
would hesitate a moment to pay 4 
small sales tax if he knew that its im 
position would lead to business expat 
sion and the disappearance of unem 
ployment. The position can not be put 
so definitely, but it is certain that E 
put the brakes on the use of capiti 
does tend to retard business and the 
creation of jobs. Killing the goose that 
lays golden eggs has never been co 
sidered sagacious economy. It is better 
to keep the “capital” goose laying ané 
get some of the eggs, such as 0s 
profits and dividends. 
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A Complete Financial Library 
in Il Volumes 


HESE are standard books published by THE MaGAZzINE OF WALL STREET 
T on modern security trading and investing. Written in a concise, easily under- 
standable, manner they give you the result of years of research and successful 
market operation—the foremost tried and proven methods and the important funda- 
mental principles which you can apply to your individual needs. 
(No. 1) Fourteen Methods of Operating 
in the Stock Market 


(No. 7) How to Secure Continuous Security 
Profits in Modern Markets 


Presents in detail the actual methods used by some of the 
most successful forecasters of market conditions showing 
the factors that, in their opinion, cause a rise or decline in 
security values, 


(No. 2) 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 3) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 


You and Your Broker 


Will be especially appreciated by every businessman, investor 
and trader—for it contains*the principles upon which the 
experts of THE MAGAZINE or WALL STREET base their judg- 
ment in the selection of securities, 


(No. 8) 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independent. 
Shows how to budget your income; to save; the kind of 
insurance most profitable, etc. 


Financial Independence at Fifty 


(No. 9) Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 


good buyers) “When to Sell to Assure Profits.” 
(No. 4) 


Contains the ten Cardinal Trading Principles that you must 
employ if you are to make consistent profits in your market 
operations. Provides you with a complete knowledge of 
stock market technique. 


(No. 5) How to Make Big Profits from 
Seasoned Securities 


factors which should help you to recognize and take advan- 


Studies in Stock Speculation tage of the trend. 


(No. 10) Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out.after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 11) 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 


Aims to give a working knowledge of the many and various The Investor’s Dictionary 
phases of investment and the underlying principles governing 
the selection of sound securities. Considers many investment 


angles and methods of security analysis. 
(No. 6) How to Invest for Income and Profit 


The entire 11 books are uniform in size and style, 


Explains the fundamental principles essential to profitable pro- 
i fusely illustrated with charts, graphs and tables, replete | 


investing under the new market conditions. Written during 
the depression, it outlines the new policies and procedure 
necessary for profitable investing in these times. 


with practical examples and _ suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 








Individual Price of 
Gets Rovk .... S209 
When Sets of 2 or 
More Books Are 
Ordered. Each. . 


Special Offer 


Complete Library of 
Entire 11 Books. $15 
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April 2 Ail orders outside of the Continental U. S. A. 


must be accompanied by full remittance. 
LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting 
$2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 
Enclosed. (JC. O. D. $ 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 
PLEASE send me your complete library of 11 Standard 


300ks on Security Trading and Investing. 
(1 $15 Enclosed. OC. O. D. $15. 























and light seven 


es 


million lamps | 


Electric current for seven million lamps! 
This requirement of American homes is 
just another of the daily demands that come 
to Cities Service Company subsidiaries. 


The day after day call for modern neces- 





sities—gas, electricity and petroleum— 
forms a secure base for the future growth 


of Cities Service Company. 





This is a good time to put your money to 
work in this nationwide organization. The 
essential nature of the operations of its sub- 
sidiaries gives it that inherent strength 
which is so important to the long-term 


investor. 


Mail the coupon for a free copy of the 


booklet, “Serving 9000 Communities’’. 


HENRY L. DOHERTY & COMPANY 


HENRY L. DOHERTY 
& COMPANY 60 Wall Street (A) New York City 


60 Wall St. New York, N. Y. " ve ven 
Branches in Principal Cities 


Please send me your new booklet. 





aE SIR SRE AT RICA SEE Re 
LISTEN IN—Cities Service Radio Hour—a full-hour program of © 


FOS . variety music with Jessica Dragonette, the Cavaliers and the Cities 
State Service Orchestra. Fridays, 8 P.M. Eastern Standard Time—WEAF 
ad a and 37 N.B.C. Associated Stations. 
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